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THE WHITE HOUSE, 
Washington, D.C., May 11-1970. 

Hon. WILBUR D. MILLS, 
Chairman. Committee on Ways and Means, 
House of Representatives, Washington, D.C.

DEAR MR. CHAIRMAN: It is gratifying to me that you are today 
beginning hearings on trade legislation. The administration welcomes 
the chance to testify on behalf of the trade bill which I submitted last 
November, passage of which we believe to be necessary to provide a 
start in adjusting U.S. trade policy to meet the problems of the 1970s. 
These hearings will also be useful in giving all interested citizens a 
chance to explain their views on a subject which is of great economic 
and foreign policy significance for this country.

I urge speedy enactment of the proposals which I have sent to the 
Congress. The proposals are modest in scope, but they provide needed 
flexibility for U.S. trade policy in a number of significant ways. They 
would:

Restore the authority needed by the President to make limited 
tariff reductions. This authority is not intended for major negotia 
tions, but rather to permit minor adjustments, such as would be 
required to extend compensation to other countries hurt by U.S. 
escape clause actions—thereby avoiding retaliation against U.S. 
exports.

Recognize the very real plight of particular industries, com 
panies and workers faced with import competition, by providing 
for a readier escape clause and adjustment assistance relief where 
justified.

Eliminate the American Selling Price system of customs valua 
tion, a major obstacle impeding progress toward the reduction of 
non-tariff barriers.

Strengthen the hand of the President in his efforts to ensure 
fair treatment for U.S. exports.

Since I submitted this legislation to the Congress in November, there 
have been a number of developments which add to its urgency. I cite 
only the important decisions taken by the European Communities on 
the future evolution of that great trading area, and the considera.tion 
by the Congress of new U.S. farm legislation, which would further 
increase the importance of our access to foreign markets. At a time of 
rapid movement in international trnde relations and patterns, the U.S. 
will find itself at a disadvantage unless we have the added flexibility 
which I have requested.

Progress toward freer trade should continue. We must encourage it. 
Without the strong support of the United States, the world's largest 
trader, this progress could falter. Passage of the legislation I have sub 
mitted will keep us headed in the right direction.

(1)



FOR THE FUTURE

The legislation proposed by the Administration represents an in 
terim step toward developing the flexible trade policies needed for the 
world of the 1970s. For the long range, it is important to reexamine 
our entire approach. Changes in production, trade and investment 
patterns, and the rapid progress in communications, transportation 
and technology impel us toward a basic reassessment of our trade 
policy. I have recently announced the appointment of the chairman 
of my Commission on International Trade and Investment Policy, 
which will assist in this reexamination, and I will shortly announce its 
full membership. The Commission is charged with examining the en 
tire range of our trade and related policies, and of preparing recom 
mendations for the next decade.

We need more information regarding the competitive position of 
U.S. industries. So that we will have an adequate factual base, I am 
requesting that the Tariff Commission make a broad survey of the com 
petitiveness of particular industries. I believe that such a broad study, 
which the Tariff Commission is best suited to conduct, will be of great 
assistance to us in our future policies and trade actions and in the work 
of my Commission on International Trade and Investment Policy.

It is my intention to marshal the forces of the executive branch to 
expedite efficient adjustment to economic changes brought about by 
increased imports. I intend to activate the Trade Adjustment Assist 
ance Advisory Board called for in the Trade Expansion Act of 1962 
to lead a broad coordinated executive effort to make adjustment assist 
ance more effective in opening opportunities for \vorkers and firms. I 
also intend to request additional funds for adjustment assistance as 
they are needed.

Certain aspects of our trading relations have been of particular 
concern in recent years. The decline in our trade surplus, from about 
$7 billion in 1964 to only $0.8 billion in 1968, and $1.3 billion in 1969. 
stems from a variety of causes: the inflationary forces which have 
dominated our economy in the late sixties: the growing economic 
strength and technological progress of our trading partners: the in 
crease in agricultural self-sufficiency abroad: and the increasing de 
mand of American consumers for goods made in other countries. As 
I mentioned in my balance of payments statement of April 1969. it is 
appropriate to deal with fundamental problems by the use of funda 
mental remedies. One of the required fundamental remedies has been 
the reduction of inflationary pressures. With the steps we have taken 
to gain control of inflation, there has been some modest evidence of 
improvement of our trading position. As our anti-inflationary policies 
continue, we expect a further improvement. At the same time, it is 
important to take vigorous steps to improve our exports.

One of the most disquieting trade developments has come in the 
field of agricultural trade. Although there has been a general reduction 
in trade barriers in recent decades, there have been contrary trends 
in agricultural trade. In particular, high trade barriers in a number of 
countries, used to protect high domestic prices, have created difficulties 
for our agrici Mural exports. We have protested against these meas 
ures as each new barrier has been raised and have on occasion been



reluctantly forced to threaten or to actually take retaliatory measures. 
During the past decade, there has been a major integration of the 

economies of Western Europe. We see ahead the prospect of an en 
largement of this community. We wish our friends in Europe well in 
their efforts toward economic and political unity and will watch their 
steps toward this end with sympathetic interest—remaining -alert, 
however, to the need for respect, for our commercial interests. We 
would expect, of course, that in the process of enlargement of the 
European Community, due regard will be given to the rights and 
interest of the United States and other third countries.

IMPROVED EXPORT PERFORMANCE

For a number of reasons it is possible that American industry has 
been less export-minded than that of other major competing indus 
trialized countries. Attractive alternatives to export sales develop 
ment—in our very large domestic market for example, and in the 
alternative of direct foreign investment abroad for manufacture of 
products in locations closer to the foreign markets being served—have 
existed for American industries to a greater degree than for foreign 
companies. Furthermore, our tax laws tend to favor sales by foreign 
subsidiaries of U.S. corporations over exports from the United States. 
Administration witnesses will submit a legislative proposal to improve 
the tax situation for income earned on exports.

United States exports have increasingly shown a concentration in 
capital goods and other technological!;/ advanced products. It is 
customary in domestic as well as international trad* ?n such items for 
the seller to provide credit on comparable conditions with those pro 
vided by his competitors. Important steps have been taken by the 
Export-Import Bank in the past year to make U.S. Government export 
credit and guarantee programs as flexible and useful as possible to a 
wide range of American producers. These steps include a complete re 
vision of the commercial bank discount program to encourage banks 
throughout the country to respond favorably to financing requests 
from exporters on a continuing basis, and initiation of an advance com 
mitment procedure that has been most useful to buyers, suppliers and 
manufacturers.

Significant steps also have been taken to assist U.S. engineering and 
contracting firms in achieving contract awards for major projects. 
Money sources from outside the United States have been attracted to 
finance American exports as a result of the extension of the Export- 
Import Bank's guarantee authority. Special attention has been given 
to small business and agriculture through modification of the export 
insurance operations and through specific program assistance. The 
American aircraft industry and nuclear power developments have been 
substantially aided through the actions of the Bank. The key aspect of 
the Export-Import Bank's new look is greater cooperation* and flexi 
bility. Our exporters can look forward to continued expansion of Ex 
port-Import Bank activities.

The export programs I have just described, when taken together 
with the stepped up trade promotion programs of the Department of 
Commerce and the opening up of foreign markets through the reduc-



tion in foreign tariffs and other obstacles to trade, provide strong incen 
tives for American industry to export more. These programs take into 
account the advice received from all segments of American business, 
both large and smull, as represented by the Xational Export Expansion 
Council, as well as other groups. The benefits of an increase in exports 
should be felt throughout pur entire economy. One statistic alone makes 
this point very strongly: in 1969, about 2.7 million jobs were attribut 
able to U.S. exports.

As you begin hearings on this most important legislation, I want to 
express my appreciation for your careful attention and my high hope 
for results that will greatly enhance the U.S. trade position. 

Sincerely,
RICHARD NIXON.



STATEMENT BY HON. CARL J. GILBERT, SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

Mr. Chairman, members of the committee, I am delighted to appear 
before you today to begin the discussion of the proposed Trade Act of 
1969, submitted* to the Congress by the President and introduced by 
the Chairman and Mr. Byrnes as H.R. 14870. In my remarks I will 
try to avoid duplicating what members of the Cabinet, who will appear 
before you later this week, will be discussing with you. I also do not 
intend to dwell long on the past history of our foreign trade policies 
nor how they have evolved since we embarked on our present course 
in 1934.

Rather, I would stress to you the need for meeting the problems of 
today. There are pressing issues before us which must be resolved. We 
have lived too *ong with a course that was last set in 1962, while times 
and realities have not only been changing, but at a steadily faster pace. 
We have been trying to make do with tools that need sharpening and 
trying to bridge gaps which need filling.

We have steadfastly pursued this course now for 36 years. We have 
long recognized that competition cannot stop at the ocean's edge or 
at international borders, and that expanding trade on a fair and 
equitable basis with adequate provision for both domestic and inter 
national adjustment is in our national interest, as it is in the interests 
of others.

This administration has reviewed this policy carefully. It has ex 
amined its results and its means. We find that its continuation remains 
clearly and most assuredly in our national interest. At the same time, 
however, it is also clear that the problems and the goals in world trade 
differ today and will differ in the future from those of the past. The 
rapid tempo of change in our rapidly changing world will require 
new responses and new initiatives.

The purpose of the proposals before you is to meet these needs and 
to provide us with the means to meet the new patterns and problems 
of world trade. They do so with full recognition that economic inter 
dependence, a theme that was once a goal has now become a reality, 
and that others can now compete in world markets with us on far more 
even terms than they could not long ago.

They also take full account of the current fact that the traditional 
surplus in trade we long enjoyed has diminished. They reject without 
qualification, however, the argument that we therefore must abandon 
our traditional approach and seek to turn inward or to set some 
arbitrary limits on the forces of free world competition. Our reasons 
can be expressed simply. As the President stated in his Message to the 
Congress:

I reject this argument not only because I believe in the principle of freer trade, 
but also for a very simple and pragmatic reason: any reduction in our imports 
produced by U.S. restriction;, not accepted by our trading partners would invite 
foreign reaction against our own exports—all quite legally. Reduced imports
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would thus be offset by reduced exports, and both sides would lose. In the longer 
term, such u policy of trade restriction would add to domestic inflation and jeop 
ardize our competitiveness in world markets at the very time when tougher 
uomi>etition throughout the world requires us to improve our competitive capa 
bilities in every way possible.

In fact, the need to restore our trade surplus heightens the need for further 
movement toward freer trade. It requires us to persuade other nations to lower 
barriers which deny us fair access to their markets. An environment of freer 
trade will j>ermit the widest, i>ossible scope for the genius of American industry 
and agriculture to respond to the competitive challenge of the 1970's.

The proposals before you are modest in scope, but significant in their 
impact. They will permit us to continue to move forward toward freer 
world trade'on a fair and balanced basis. They will better equip us to 
meet the perplexing and often difficult problems of import competi 
tion. They fundamentally recognize and provide the necessary an 
swers to the need that, while we seek to advance the interests of all the 
world's peoples, we must first of all respect and provide for our own 
legitimate interests.

We are a large nation with many interests. Our goal must be the 
interests of all 20.") million of us. We would do ourselves a disservice, 
for example, to look inward and seek to protect our industries from 
the forces of competition, whether originating here or abroad. Yet we 
cannot let the burden of a policy that is in the interests of all fall 
unduly on the few, nor can we sit by if others do not equally open their 
markets to us or fail to live up to the established rules of the game.

We must seek a middle course, of sharing and competing, of provid 
ing necewiary relief and injuring that adjustment is made to our chang 
ing times in an adequate and humane manner. Where the forces of 
competition loom too rapidly or too large for the normal processes of 
adjustment which are inherent and basic to our market economy, we 
should intervene to moderate the impact and to facilitate the adjust 
ment process.

But in doing so we should not depart from what has long been the 
kevstone of our trade policy and ;s, indeed, the kevstone of the inter 

national trading svstem embodied in tiie principles of the General 
Agreement on Tariffs and Trade. This concent i.-. that a nation can take 
these measures onlv when injury occurs or is threatened. It is funda 
mental to the trading world in which we live, to the system of rights 
and obligations we have gradually built among nations. Without it 
there could l>e no rule of law in trade, no reasonable expectation of 
certainty so nccessarv for economic activity, no means of policing or 
enforcing binding obligations. It works to protect our rights which, as 
the \yorlcVs largest exporter, are of great importance to us. It would not 
l>e difficult to envision the results if we were to cease to respect this 
concent or to embark on a unilateral course affecting the vital interests 
of other?.

The snecifie proposals Ixrfore you in H.R 14870 are designed to ac 
complish these purposes, to strength-en our ability to live within the 
world trading system we have done oO much to create, and to insure 
that the interests of all our citizens are well served. The first of these 
is the nroposed amendments of the escane clause, as it was provided for 
in the Trade Expansion Act of 19G2. This provision, I need not tell you, 
has not worked. Its tests proved so stringent, so rigid, and so technical 
that in only three instances in eight years has the Tariff Commission



been able to justify a recommendation of relief to the President. This 
must be changed. As the President has stated:

Freer trade brings benefits to the entire community, but it can also cause hard 
ship for parts of the community. The price of a trade policy from which we all 
receive benefits must not fall unfairly on the few—whether on particular indus 
tries, on individual firms, or on groups of workers. As we have long recognized, 
there should be prompt and effective means of helping those faced with adversity 
because of increased imports.

The proposals before you provide significant improvement in the 
means by which U.S. industries can receive assistance to meet injury 
caused by imports. They will better enable us to provide, case-by-case, 
careful, adequate, and expedited consideration of petitions for relief on 
a fair and reasonable basis.

We propose that the test be simple and clear: relief should be avail 
able to industries whenever increased import are the primary cause 
of actual or threatened injury. The present h.ik to a past tariff con 
cession has been the major stumbling block encountered by the Tariff 
Commission. It should be removed and our attention properly focused 
on the real issue—has import competition been the cause of injury ? 
By replacing the present test of major cause and requiring a finding 
that it be determined to be the primary cause, that is, greater than any 
other cause but not necessarily greater than all other causes combined, 
we would insure that action is taken only when imports are the most 
important, single cause but still leaves the escape clause a realistic 
avenue of relief.

Since such a. finding can lead to industry-wide relief and since it 
normally will require payment of compensation by other American 
interests, it should not be taken on any lesser grounds. The Bill before 
you would make no other changes in the present escape clause pro 
visions in the belief that with the changes proposed the Act will offer 
the means to provide fair and reasonable treatment.

The bill, moreover, continues the vital premise that industry-wide 
relief should remain a temporary measure, a measure designed to per 
mit time for adjustment, and not a mean,-- to effect permanent changes 
in our tariff system. An industry provided with relief must assume 
responsibility for improving its'competitive position and must take 
positive measures during its period of grace. Thus, the Bill also pro 
vides for regular reports on these eff>rts and that the reports be taken 
into account in determining whether and to what extent relief should 
be continued.

The second major feature is one which Secretaries Shultz and Stans 
will discuss in detail \\ith you. 1 mast note that liberalised adjustment 
assistance proposals are eq'ually ne ^sary at this time.

The difficulties in tW interpretation of'the present provisions should 
bo removed so that firms and workers in demonstrable need of assist 
ance can reasonably expect expedited, sympathetic consideration. I 
would also note briefly our belief that direct aid to firms and workers 
injured by competition, while the rest of their particular industry is 
not in need, should be more readily available than tariff or quota relief 
for an industry. Such assistance con be more properly tailored to the 
particular needs to provide necessary measures of domestic assistance, 
while having no adverse side effects on pur overall trade policj'.

The third major proposal before you k to equip the President with
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modest tariff-reducing authority. The authority delegated to him by 
the Congress in 1962 expired in 1967. Since then he has had no author 
ity to engage even in minor adjustments in fulfillment of our inter 
national obligations nor to seek to correct or improve situations which 
otherwise would be considered to be in our interest to do so.

The requested authority is not designed to be used as authority for 
any major tariff negotiations, for none are contemplated in the imme 
diate future. Rather, it is intended to make possible such minor adjust 
ments as individual circumstances from time to time require as. for 
example, when it becomes necessary to raise the duty on an article as 
the result of a favorable "escape clause" action or when a statutory 
change is made in a tariff classification. Our trading partners are then 
entitled to reasonable compensation, just as we are entitled to receive 
it from them under the same circumstances. The lack of ^uch authority 
unnecessarily exposes our exports to the withdrawal of tariff conces 
sions of vital interest to us.

TTe propose that the Congress provide the President with such au 
thority through June 30,1973. Authority to make reductions up to 20 
percent or by two percentage points would be used sparingly and 
judiciously with all of the prenegotiation requirements fulfilled as 
now specified in existing legislation. It would not be used to reduce 
any duty on products now experiencing severe import competition, 
nor for any new, large negotiations. Parenthetically, I might say that 
the .tariff-cutting authority provided by H.K. 16920, also before the 
Committee, would not be effective since by and large the only residual 
authority remaining after the Kennedy Round cuts is confined almost 
entirely to import sensitive areas which we would not find it feasible 
to utilize.

The fourth major proposal involves what I believe is an essential 
first step in the direction of a sustained and serious effort to reduce 
nontariff barriers to trade—the elimination of the American Selling 
Price system of customs valuation. This is necessary to carry out the 
supplementary agreement on chemicals, an agreement entered into in 
1967, which provides benefits to other industries as well as the chemical 
industry itself. The ASP system primarily affects certain chemicals 
and rubber-soled canvas-upper footwear, us well as canned clams and 
an obsolete category of wool gloves. k

This proposal was submitted to the Congress by the previous Ad 
ministration. It has now been carefully reviewed by this Administra 
tion. We consider, the arguments in favor o£ elimination to be valid. 
The ASP system is an obsolete, unfair, and an unnecessary provision of 
our present law which places an altogether disproportionate burden 
apon our ability to seek fair treatment and to ad\ ance our own proper 
commercial interests abroad.

I will not here repeat all of the case for elimination of ASP in detail 
since the Committee has previously held hearings and the public 
record on this issue is particularly'extensiye. I also understand we 
will have a Inter opportunity to discuss the issues invohcd in greater 
detail. The removal of ASP "will not adversely affecf our interests but, 
rather, will bring reciprocal reductions in both foreign tariffs and 
certain nontariff barriers to pur trade. Beyond this, it will serve to un 
lock the door to new negotiations on modification or elimination of
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other nontariff barriers. Because of the symbolic importance our trad 
ing partners attach to ASP, it has become a major barrier to the 
removal of other barriers.

The principal area- of controversy, as you well know, revolves almost 
entirely around this proposal as it applies to certain chemicals known 
as benzenoid chemicals. This system dates from 1922 when the Con 
gress determined that our then infant chemical industry was in need 
of a very special and very steep form of protection, in certain in 
stances ranging to over 100 percent. There can be no doubt today that 
benzenoids are no longer an infant industry. Instead, they are now an 
integral part of our overall chemical industry.

There can similarly be no doubt that conditions in 1970 are vastly 
different from those of 1922. Companies devoted solely to benzenoid 
production today are rarities. The large, integrated American chem 
ical firms have established their competitive ability and industrial 
leadership both at home and abroad. Five of them, for example, account 
for two-thirds of all benzenoid intermediates, four make more than 
half of all dyes, and eight produce three-fourths of the bulk drugs. For 
these industry leaders, benzenoids are but a part of their overall 
business.

The chemical industry's large and consistently growing surplus in 
world trade clearly attests to its international competitiveness. That 
surplus is now over $2 billion a year, double what it was as recently as 
1961 and $300 million larger than it was when the Kennedy Round 
ended. This favorable trade balance in chemicals is all the more 
noteworthy in that it is built on surpluses in chemicals with every 
major region of the world, including our principal competitors. 
And we have a trade surplus in benzenoids, too, the area for which we 
have been providing extraordinary protection. The industry has ac 
complished this record, moreover, while at the same time, investing 
large sums in production capacity overseas.

While the ASP tariff system imposed in 1922 impels us to treat ben 
zenoids separately, it is not possible to isolate precisely their produc 
tion from that of the rest of the industry. What do the available facts 
show?

The benzenoid segment of our chemical industry accounts for almost 
10 percent of the industry's sales. The recent annual growth rate in 
this segment has been about 30 percent above that of the chemical 
industry as a whole. It is one of the more rapidly growing lines of the 
industry and, indeed, of our entire economy.

Benzenoid export sales, moreover, have grown even more rapidly 
than domestic benzenoid sales. They probably now total about one- 
fourth of all chemical exports from the United States. While separate 
export date are not compiled, a reasonable estimate is that benzenoid 
exports are running at eight times imports and are 15 times greater 
than those imports of benzenoids which the Bureau of Customs classi 
fies as competitive.

Salient facts such as these speak for themselves. The benzenoid sector 
is a strong and growing segment of a. larger, powerful industry of 
which our nation is proud. Its competitive ability has been proven, and 
there is little reason to expect prospects for the future to be vastly dif 
ferent. Certainly it is no longer an infant industry.



10
The Administration believes that the chemical industry itself will 

be the major beneficiary of the chemicals agreement negotiated in 1967 
if the trade opportunities are fully exploited. If the separate supple 
mentary agreement on chemicals is implemented, there will be virtually 
no European Community or United Kingdom chemical rate above 12.5 
percent. Japanese duties will be well below 15 percent. Our duties, on 
the other hand, for the allegedly sensitive areas will remain well above 
the rates prevailing in other countries. U.S. dyestuff tariffs, for exam 
ple, will be 30 percent, as 'against 15 in the United Kingdom and 10 
percent in the Community. In sum, chemical tariffs in our major mar 
kets will uniformly be reduced to very low levels. These reductions 
should provide important new opportunities for both increased export 
sales, new jobs, and greater profits on our current exports.

Other trade benefits and elimination of some foreign nontariff bar 
riers will accrue to the United States if ASP is repealed. These benefit i 
are important to other U.S. industries.

The fifth major proposal before the Committee is a request that the 
Congress join in the task ahead of us of dealing with other nontariff 
trade barriers. This task will require much detailed negotiating and 
hard bargaining. Unlike tariffs, these barriers are very complex, elu 
sive, even sometimes hard to define and identify. Unlike tariffs, any 
approach to dealing with them is difficult to embody in a prior dele 
gation of authority such as that which has been the principal vehicle 
for Congressional guidance and authority to trade negotiators since 
our Trade Agreements Program began decades ago.

Many of these problems—-here as well as abroad—have deep roots in 
purely domestic concerns, in social, political, and economic, origins. 
They are often only indirectly related to foreign trade and often origi 
nate in domestic legislation. As such, their removal would ofton require 
specific legislative action, though the nature of such action in many 
cases could not finally be clear until actual negotiations deveiop what is 
possible-and what price we might have to pay.

For these reasons, the President has stated that he would welcome a 
statement of Congressional intent with regard to nontariff barrier's. I 
can assure you from my brief experience ;n my present capacity as 
Special Representative that this expression would greatly strengthen 
our efforts to come to grips witli the many problems in this area and, 
eventually, to secure reciprocal lowering of such barriers.

The President has pledged, in proceeding under such a declaration, 
to keep the Congress fully informed of developments, to maintain 
close consultation with it during the course of any negotiations, and, 
of cDurse, to submit for its consideration any agreement which would 
require new legislation.

As the President has stated,
* * * The purpose of seeking such an advance declaration is not to bypass 

Congress, but to strengthen our negotiating position.
In fact, it is precisely because ours is'a system in which the Executive cannot 

commit the Legislative Branch that a general declaration of legislative intent 
would be important to those with whom we must negotiate.

The sixth major issue the Bill puts before you is our recniest for 
strengthening our hands when our interests are treated unfairly 
abroad. By its nature, trade must be a two-way street. One of our
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major responsibilities is to make every effort to insure that American 
products are allowed to move freely and fairly along that ftreet, to 
compete in world markets on equitable terms.

These efforts will be more successful if we have adequate means to 
take effective action when confronted with illegal or unjust restric 
tions on our exports. TTe now have urMmited authority in section 252 
of the Trade Expansion Act of 190*2 to impose duties or other import 
restrictions when our agricultural exports are unjustifiably restricted. 
There is no reason why this power should be confined to agricultural 
products; it should apply to industrial goods as well. Such authority 
on the books acts as a deterrent even though it may not be exercised.. 
It has proven to be, for example, st most useful persuader in the case 
of soybeans where a tax on our exports of soybean oil is from time 
to time proposed. It has been equally effective in other cases.

This authority, however? has not been useful in dealing with the 
problem of meeting unfair competition in third-country markets, 
where a competitor's product, for example, may be enjoying an ad 
vantage over our exports which is not justified. The Bill requests 
authority to take appropriate action against countries practicing what 
amounts to sul :,ldized competition in third-country markets when that 
competition in fairly affects us.

Any such v capon is most effective when its presence makes its use 
unnecessary." Vith these two new provisions, we should be better able 
to defend the legitimate interests of our exporters.

We proper, no simple, comprehensive answers to the complicated 
and changing problems this nation faces in the trade field. Instead, 
we seek constructive changes in our nuthorHy which should make pos 
sible new initiutu es to seek sound and re? viable solutions to the prob 
lems we face ahead.

Thank you, Mr. Chairman.

PAGE/; BLANK
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Mr. Chairman and members of the committee, before I turn to the 

specifics of the trade bill, I should like to provide you with a brief 
overview of where the U.S. stands in today's world f"ade picture and 
also touch upon our trade prospects for the immediate future.

U.S. AND WORLD TRADE IN PERSPECTIVE

By any standard, the postwar growth in world trade has been phe 
nomenal. In the 20-odd years before World War II, there was very 
little net growth. World trade peaked in the 1920's and then fell sharp 
ly during the 1930's. In 1938, exports of all nations combined added up 
to less than $25 billion. By contrast, in the past 20 years free worlcl 
trade has grown some 350 percent, from exports of about $55 billion 
in 1950 to about $245 billion in 1969. The U.S. shared in the benefits 
of this unprecedented expansion of international trade. Our exports 
in the same period rose from $10 billion to over $37 billion.

Such vigorous postwar growth would not have taken place unless 
the nations of the free world had determined not to repeat the mis 
takes of the 1930's in building higher and higher quota and tariff walls, 
engaging in ever-escalating retaliatory actions and waging mutually 
destructive trade battles. Instead, with the U.S. in the forefront, they 
decided to work together in a long-term effort to dismantle to the ex 
tern, possible the multiple restrictions and protective measures that 
hobbled the exchange of farm and industrial commodities between 
peoples, manufacturers and retailers of different countries.

For some two decades after World War II, J^e U.S. enjoyed com 
fortable export_surpliisGS which provided strong support to our inter 
national payments position and helped importantly to finance our 
worldwide security responsibilities. During the 1950's, our trade sur 
pluses averaged nearly $3.0 billion annually. From 1960 to 1967. they 
averaged over $5.0 billion annually. In the past two years, however, 
our export balances have shrunk drastically, hovering around the $1.0 
billion range on a total trade turnover of some $70 billion. Such a 
narrow balance constitutes very thin support to our balance of pay 
ments and gives reason for concern about our present international 
trade posture.

Many reasons have been cited for our deteriorated trade position: 
the sharp expansion in our domestic economy, the apparent growth in 
consumer preference for certain foreign-made goods, the increased 
industrial capabilities and marketing know-how of Europe and 
Japan, the narrowing of our technological and managerial lead, more 
agricultural self-sufficiency abroad, and greater emphasis on the ex 
port sector in other countries. Competent analysts, however, have 
differed widely among themselves as to the emphasis and weight to be

(13)
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accorded each of those factors in the total picture c-i cause and effect. 
This country's trade involves thousands of commodities beiag ex 
changed with over 100 countries. It is not surprising, therefore, to 
find, even among the experts, diversity of opinion in tr\ in«r to analyze 
so complex a process subject to such 'a multiplicity of influences.

One point is clear. Our export growth in recent years, while im 
pressive in absolute terms, has not kept pace either with the growth 
in foreign import demand or the growth in our imports. In the last 
five years, for example, the annual rise in total U.S. exports averaged 
7.6 percen* while the annual rise in foreign import demand averaged 
some 9.0 percent. Our manufactured exports rose an average of 10 
percent a year while our agricultural export growth actually declined. 
By contrast, our total import averaged about 14 percent a year, with 
the growth in manufactured imports averaging some 20 percent. 
Whatever the priority of causes for the deterioration, we face the 
miestion: Is our present situation a temporary one or shall we recover 
in due time?

THE OUTLOOK FOR U.S. TRADE

For the short run, as much as one can read the crystal ba1 ! at this 
stage, we see a somewhat better trade balance for 1970, but it is too 
early to make any specific estimates.

Last year our imports rose 8.5 percent over 19G8: this year we would 
expect a somewhat smaller rise. Much, of course, depends on the extent 
to which the slowdown in the domestic economy moderates pressures 
for imports. Conversely, our exports depend on the demand for im 
ports abroad, which could in turn be affected by a decline in imports 
by the U.S. Most signs point to some slowing down this year in the rate 
of economic expansion in Europe and Japan, but we nope, through our 
intensified export promotion measures, at least to maintain if not in 
crease last year's export growth of 9.5 percent.

As for the longer term outlook, a guess is even more difficult. We 
hope, as I said, to maintain a good rate of growth in our exports. It 
appears probable 'hat we shall reach our goal of $30 billion in exports 
by the end of 1973. On the import side, many more unknowns and 
variables are involved. But it seems fair to say that even with a slow- 
(town in the growth of our purchases from abroad, it is not likely 
within the next few years that we shall achieve the spread between 
exports and imports which will restore our former annual surpluses 
of $4-5 billion.

When or wheuier the F.S. can regain balances of such magnitude 
depends upon how well we compete in the marketplace. Today we 
stand on the threshold of a new decaue of trade developments, and we 
shall have to examine our trade posture from fresh perspectives.

The last decade gave rise to a host of factors which have deep impli 
cations for our future trade position: a completelv recovered and eco 
nomically strong Europe and Janan, .in accelerating trend toward 
regional market groupings, a proliferation of preferential trade agree 
ments, the increasing, though as yet unmeasured, impact of multi 
national corporation operations, the growing capabilities of the 
developing countries in manufactured goods, and a shifting composi 
tion of our own exports and imports.



15

KEY POINTS IN THE TRADE BILL

The trade bill which you are considering (H.R. 14870) was not 
designed, as you know, to deal in detail with the substance of all the 
aforementioned factors. No one bill could do that. But the trade bill 
before you will provide needed solutions to some of our more imme 
diate and pressing problems. It is an important piece of legislation for 
several reasons.

From the standpoint of U.S. industry, a feature of this bill which I 
consider of prime importance is the proposed amendment of the escape 
clause provisions. As YOU know, the escape clause permits the President 
to increase tariffs or otherwise impose restrictions if it is found that 
increased imports are causing or threaten to cause serious injury to a 
domestic industry. The basic reason for including an escape clause 
mechanism in U.S. trade legislation has been to provide a, reasonable 
period of time for the affected domestic producers to improve their 
operations so as to be in a better position to meet the competition from 
imports. The recent increase in demand for particular imported prod 
ucts has intensified the need for greater flexibility in being able to 
furnish necessary relief to those who are injured. Under the provisions 
of the Trade Expansion Act of 1962, U.S. industries have generally 
found it difficult to obtain such relief. The proposed amendment will 
liberalize the criteria for findings of injury and thus provide the 
desired flexibility. It would ease the eligibility requirements by reduc 
ing the test for import injury from "major" factor to "primary cause" 
and would also eliminate the need to establish a causal link between an 
increase in imports and previous tariff concessions.

The amendment, if adopted, will provide much less reason for Amer 
ican firms and workers to feel that their only recourse from import 
competition is to seek relief through special legislation.

It must be borne in mind, however, that making relief more readily 
available to our industry in the form of tariff adjustment or other 
restrictions on imports carries with it tlu responsibility to compen 
sate countries whose trade may be adversely affected as a result and 
who are legally entitled to such compensation under the provisions of 
the General Agreement on Tariffs and Trade. This is the primary 
purpose, of the proposal to authorise the President to reduce tariff 
rates by 20 percent, and the two proposals are there fore interdependent. 
We must be in a position to offer compensatory tariff reductions to 
countries whose exports arc adversely affected by the granting of 
escape clause relief under the liberalized criteria. Otherwise, we can 
expect them to exercise their right under the G ATT to retaliate against 
the exports of other U.S. industries.

ADJUSTMENT ASSISTANCE FOR FIRMS

This brings me to the feature of the bill for which the Department 
of Commerce has primary administrative responsibility: adjustment 
assistance for firms. The proposed amendment would clearly have the 
effect of making adjustment assistance more accessible to more firms. 
As in the case of the proposal on the escape clause, this amendment
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would eliminate the present requirement to prove a linkage between 
past tariff concessions and increased imports—a relationship which is 
at best exceedingly difficult to establish in a dynamic market situation. 
The Administration's proposed amendment would also provide that 
adjustment assistance be .available to firms if increased imports are a 
"substantial cause" of serious injury rather than the "major" factor, 
as now provided. "Major" factor ha; been interpreted to mean at least 
31 percent of all causes whereas "substantial cause" is intended to mean 
an actual and considerable cause but not necessarily one that is greater 
than any other single cause.

The bill would also transfer the function of making determinations 
on the existence and cause of injury from the Tariff Commission to 
tho Presidentj although the Commission would continue its fact- 
finding investigations. This change is intended to streamline proce 
dures and place full responsibility on the executive branch, which is 
charged with administering; the program.

Finally, the bill would give authority to grant adjustment assistance 
when an*"appropriate subdivision" of *a firm suffers injury. Under the 
present law, the firm as a whole must demonstrate injury in order to 
qualify for assistance.

We made no suggestions in the bill for changes in the assistance we 
are authorized to provide individual firms. This was because, in the 
eight years this program has been on the books, we have not had the 
opportunity to certify a single firm as eligible to apply for aid and 
consequently we have had no experience in operating the program. 
However, the two escape clause decisions by the President in Febru 
ary—on upright pianos and sheet glass—made it possible for the first 
time in history for firms to apply for assistance. The Department of 
Commerce has now received a number of official requests for eligibility 
certificates and has been contacted by several firms for advice on appli 
cation procedures and requirements.

Without the needed background of experience in administering ad 
justment assistance, I cannot tell you at this time whether the authority 
we have will prove adequate to" the task emisloned by Congress of 
assisting injured or threatened firms to adjust to import competition. 
"We are making a major effort now to organize so that we can be fully 
responsive to any firm that may be certified as eligible. We have as 
signed responsibility for administering the adjustment assistance pro 
gram to the Office of Business Programs, Business and Defense Services 
Administration. That office is coordinating our preparations within 
the Department and is establishing the necessary liaison with other 
agencies able to provide assistance under the program.

I would expect that the Adjustment Assistance Advisory Board, as 
provided in the Trade Expansion Act. will take an active icle in the 
development of adjustment assistance programs. That Board, which I 
chair, consists of the Secretaries of the Treasury, Agriculture. Labor. 
Interior, and Health, Education, and Welfare/the Administrator of 
the Small Business Administration and other officers the President, 
wishes to appoint. In view of the diverse agencies represented on the 
.loard. I think that it can make a meaningful contribution to the de 
velopment- of a coordinated and sound program.
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XONTARIFF BARRIERS AND ASP

A feature of this bill which ma.y have longer range implications for 
U.S. trade policy, particularly if'it is supplemented by an expression 
of Congressional interest in pursuing the elimination of nontariff bar 
riers, is the proposal to eliminate the American Selling Price system 
of valuation for certain products, prii.iarily benzenoid chemicals. The 
elimination of the American Selling Price system would mean that 
other countries would carry out their agreements under the Kennedy 
Round and move ahead to reduce their tariffs on imports of certain 
chemical products. This action thus would improve our export possi 
bilities in major foreign markets. I am convinced that efforts to get 
our major trading partners to examine possible solutions for reducing 
or eliminating iiontariff barriers will be significantly affected by the 
decision of the Congress on eliminating or retaining the American 
Selling Price.

I would like to outline briefly for the Committee how the efforts 
which our Government initiated concerning nontariff barriers are 
progressing in the GATT. The Committee on Trade in Industrial 
Products has completed a thoroughgoing examination of some 800 non- 
tariff barrier items affecting trade in industrial products that -were sub 
mitted by member countries. These barriers fall into five" broad cate 
gories: (1) government participation in trade, such as subsidy pro 
grams and state trading enterprises: (2) customs and administrative 
entry procedures; .(3) standards; (4) quantitaf" 2 and other limita 
tions on imports and exports: and (3) use of prin? mechanisms to limit 
imports and exports. Accordingly, five subgroups of this Committee 
have now begun to search for possible solutions to the removal of these 
barriers. All of the work so far is preparatory to possible future nego 
tiations and does not involve any commitment to implement any of the 
solutions discussed.

A realistic view of the prospects for reducing or eliminating nontariff 
barriers is that progress will be slow and difficult. As in tariff negotia 
tions, the principle of reciprocity applies. We will have to give some 
thing to get something. Most of our nontariff barriers, such as ASP, 
and those of other countries are statutory and can be modified only 
through legislative action. While there seems to be general agreement 
among our major trading partners that ways and means can be found 
for dealing with at least some of these barriers, we have had a number 
of indications that they are not prepared to commit themsehes to work 
aetuely towards this objective without some assurance that the United 
States Congress supports the Administration's efforts.

The trade bill also proposed two additional means of strengthening 
the President's hand in seeking an end to certain foreign practices that 
unfairly impede U.S. sales abroad. Under one proposal, the authority 
the President now has to take action against countries which maintain 
unjustifiable import restrictions on U.S. agricultural products would 
be extended to cover U.S. nonagricultural products as well. The second 
proposal would permit the President to take appropriate measures in 
cases \\ here, subsidized exports to third country markets unfairly affect 
competitive U.S. exports in those markets as a result of such 
subsidization.
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MEASURES TO EXPAND U.S. EXPORTS

This bill, on the whole, is geared primarily to give us needed tools to 
help handle our import problems. That does not mean that we are not 
seriously concerned with our export problems. This Administration in 
the past year has probably taken more effective and meaningful steps 
to expaml our exports than have bee:, taken in any similar period of 
recent history. To cite some examples:

* * * In the field of financing, we have made encouraging progress 
in broadening the export financing programs of the Export-Import 
Bank and its private affiliate, the Foreign Credit Insurance Associa 
tion. The Eximbank has been able to expand its participation in financ 
ing commercial export paper. The bank is also using its guaranty 
authority to support greater commercial bank financing for exports. 
Also, the Federal Reserve has partially liberalized its restraint on 
foreign lending for U.S. exporters.

* * * In the field of transportation, we have taken two forward 
steps. We are in the process of completing measures to simplify Ship 
pers' Export Document procedures and we have begun discussions with 
other governments on international .standards for containerized ship 
ments. We are also looking into proposals for reducing U.S. rail rates 
on exports and promoting use of U.S.-flag vessels.

* * * We have stepped up our efforts to encourage U.S. industry to 
export more of its products. We feel that the potential of American 
business to sell abroad is being only partially realized, with many 
firms unaware of the profit possibilities and opportunities to broaden 
their markets by exporting.

Commercial exhibits abroad have proven a valuable aid to export 
promotion. This fiscal year, the Department of Commerce plans to 
stage 22 trade fair shows abroad and 51 shows in our overseas trade 
centers. These centers are located in key marketing ai-eus which have a 
high potential for sales of American products. About 2,500 American 
manufacturers are expected to participate. In the next fiscal year we 
intend to mount 23 trade fair exhibitions and 63 t;*ade center shows. We 
will also improve the effectiveness of our trade centers by adding 
market development assistance services and more between-show 
activities.

Furthermore, we have established an International Business Assist 
ance Service to coordinate and expedite government action on behalf 
of businessmen who need help on specific export problems involving 
U.S. or foreign government agencies.

In addition, we are making more sophisticated and comprehensive 
foreign market research information available to U.S. business on 
specific export opportunities for specific products. We intend to im 
prove this information service by the use of automated techniques. The 
number of trade missions to foreign markets vi ill be expanded, with 
more specialization in approach.

There is much more to be done, of course, but we feel that we are 
moving in the right direction and can take satisfaction in the real steps 
being taken to expand U.S. exports.
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THE ROAD AHEAD

To conclude, the road ahead for U.S. and world trade gives every 
promise of leading to new heights in the volume and value of goods 
exchanged. But it will also have its rough stretches and tight turns. The 
measures requested in the trade bill will permit us to negotiate those 
stretches and turns with improved chances for success. They will pro 
vide the President with the flexibility he needs to further U.S. interests 
at the bargaining uble and to act promptly when developments ad 
versely affect those interests.
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TEXTILES

The. problem of textile imports is not, as the Committee well knows, 
a new one. Rising: imports of textiles and apparel have long been of 
concern to many in the Congress, to industry and labor, and to the 
Executive Branch.

President Xixon, as one of his early actions, asked me to work for 
international agreements that would enable us to assure a more orderly 
pattern of import growth for the future than has been the case in 
the past several years. I shall describe the negotiations that have 
taken place thus far. But first, I would like to sum up the situation in 
the industry, with labor, and in the trade.

I. BASIS FOK ADMINISTRATION1 POSITION

The basic reasons for our position on .the textile import question 
are as follows:

1. The textile and apparel industry makes a major contribution to 
the economic health and well being "of the country and its workers. 
At the present time the industry directly employs about '2.4 million 
workers and proudes the principal Ihelihood for many hundreds of 
thousands more on cotton farms and wool growing ranches, in the 
man-made fiber industry, and in related service industries whose sales 
depend upon the contfmifcd good performance and strength of the 
domestic textile and apparel industry.

The industry is also a major employer of minority workers, of 
women, and of the under-skilled. For the first time in many years this 
industry now ranks above the national average for manufacturing 
industries in the employment of minority group workers. It is a vital 
source of job opportunities and job training for new entrants intc the 
labor market, providing a continuing basis for their economic ad 
vancement. But employment has been declining in the past year. 
March employment was 53,000 lower than the previous March.

2. Notwithstanding the existence of the Long Term Arrangement on 
Cotton Textiles and the bilateral agreements thereunder, textile and 
apparel imports have increased dramatically. This has been partic 
ular! v trim of articles outside the scope of those arrangements. In 1962, 
our imports of cotton, wool, and man-made fiber textile products 
amounted to 1.5 billion square . u-cia, of which cotton textile products 
accounted for 1.2 billion. In 1269, (hcse overall imports amounted to 
3.6 billion yards, with cotton textile products at 1.6 billion yards and 
man-made, fiber textile products at 1.8 billion yards. We are importing 
in 1970 at an annual rate of 4 billion yards.

3. The United States trade balance in textiles can be described in 
only the, bleakest terms. As recently as 19G1, we enjoyed an export sur
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plus in textiles and apparel made from cotton, wool, and man-made 
fibers. This position re\.».rsed itself in 1962, and in each subsequent 
year the deficit f imports over exports has climbed rapidly. In 1966 
and 1967 it was just over $500 million, in 1968 it rose to more than $800 
million, and last year, it amounted to almost one billion dollars. A key 
element in this "trend is man-made fiber textile product imports. 
Iktween 1966, the last surplus year for man-mades, and 1969, the bal 
ance in the products shifted from a surplus of $43 million to a defied 
of $348 million. The deficit in wool textile products has grown from 
$192 million in 1961 to almost $400 mill ion in 1969.

4. Two key factors in the deterioration of this trade picture are, first, 
the existence of agreements and other unilateral measures by which 
other countries restrict access to their markets for the same products, 
and, second, the large gap between wages in the United States and in 
other foreign textile producing countries.

"Restrictions on textile wid apparel imports have long been main 
tained by other countries on products from the same countries now 
shipping so heavily to the United States. I am submitting for the rec 
ord a detailed listing of these limitations—in so far as wjj know. Other 
limitations established through private agreements and administrative 
action also contribute to the channeling of exports of these goods to 
the U.S. market. These administered restraints long have been the sub 
ject of international complaint, but they evidently persist in many 
countries.

T'nitcd Nations figures, in addition to our own import figures, bear 
this out. Data now available show that in 1968 while the United States 
took 20 percent of Japan's textile mill products exports, the EEC 
imported only 3 percent. AVe imported ">1 percent of Japan's apparel 
exix>rts and the EEC took only 5 percent.

A large portion of Japan's textile mill product exports goes to Hong 
Kong where it is made into apparel. We imported 38 percent of Hong 
Kong's apparel exports in 1968 (first hdf only) while the EEC took 14 
percent. In the mill products sector, we imnorted 32 percent of Hong 
Kong's exports as against 2 percent for the EEC.

The disparity was equally pronounced for our other major supliers.
In short, our market has been open while others have been closed 

and the impact has taen considerable.
5. Textile and apparel manufacturing, while becoming increasingly 

subject to automation, remains a relatively labor intensive industry. 
Our industry has spent billions of dollars to make it modern but vir 
tually all countries ha\e access to the latest technological innovations. 
In most cases, the wage differential between United States and foreign 
manufacturers provides the crucial margin of advantage which en 
ables foreign goods to move heavily into the U.S. market.

One example will suffice to show the, nature of the problem. Apparel 
workers in the United States receive on the average $2.38 per hour. 
The same work dons in Japan, the highest paying of the Far Eastern 
countries, receives $.S7"per hour. In Korea, $.13 is the hourly wage for 
this work when done by men, and $.07 when it is done by women. 
(These figures exclude the variety of fringe benefits and indirect costs 
which vary from country to country and among firms.)
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Within the domestic industry as a ^hole, imports have had a range 
of effects varying in intensity. Some sectors have seen their own pro 
duction decline while imports grow, others have managed to hold 
steady, even while yielding all growth in the market to imports. I am 
sure that industry witnesses before this Committee will give case 
studies .and examples, and I shall refrain from doing so at this point. 
A principal concern of ours, however, has been to establish a mecha 
nism that permits us to move quickly to prevent disruption from 
spreading rapidly through large numbers of closely related product 
lines.

Wo need a mechanism that can move as the patterns change and not 
one that comes into play after the damage has been done. This has been 
the key goal of our negotiating effort, an effort I want to discuss briefly 
with you at this point.

II. NEGOTIATIONS

The textile issue was among the first major issues in the trade field 
that we faced in January 1969. Recognizing the need for prompt 
action, we reviewed the situation, developed a plan and promptly pre 
sented it to the major countries involed.

The first full presentation of the issues to the countries concerned 
was made during the course of my trips to Europe and the Far East 
in April and May, 1969, both undertaken at the request of the Presi 
dent. These trips were not intended to be negotiating trips on the tex 
tile problem. As you well know, the trade problems \\e face in both of 
these areas range beyond textiles. What I hoped to aeomplish on the 
textile question was to lay out the situation as we saw it, to emphasize 
the importance \\e ascribed to its solution, and to indicate the kind of 
solution wo believed would be most appropriate.

In view of the number of countries concerned, the fast moving 
nature of the textile trade, the existence of a multilateral agreement 
on cotton textiles, and of many agreements among third countries, we 
felt that a multilateral agreement would be best for wool and man 
madcs. t'nder it individual importing and exporting countries could 
negotiate bilateral agreements taking account of particular aspects 
of their textile relations. A multilateral framework also would offer 
an opportunity for full and open discussion of all textile restraint 
agreements, and would establish a mechanism uhereby countries not 
participating in the arrangement could be enjoined from taking tin 
fair advantage of those entering into agreements.

But this suggestion was not favorably received. Some indicated 
that nc should solve our o\\n problems without iin oh ing either them 
selves or the GATT organization. Other factors no doifbt played an 
important role in the development of opposition to the multilateral 
agreement idea.

Following my trips to Europe and the Far East, we took stock of 
the situation and the arguments that had been raised. We decided 
that our preference for a, multilateral solution should not be a bar to 
an,\ progress at all, and therefore determined to ^nqve promptly from 
urging immediate multilateral negotiations to opening bilateral talks. 
It was our view that any agreements thus worked out could form a
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basis for later multilateral discussions. In essence, we wanted to be 
sure that every reasonable avenue was explored. If a multilateral solu 
tion was unacceptable, we would talk bilaterally.

Accordingly, last July we took the opportunity of the annual ^?,bi- 
net level meeting with .Japan to suggest that bilateral talks be opened 
promptly on the textile question, putting aside the multilateral idea 
at that time.

The Japanese agreed to send a team to Washington to review the 
facts of tlie situation and to probe U.S. proposals for a solution. These 
talks were held in Washington during the week of September 16, 
1969. Immediately following these talks—which, as it turned out, 
did not do any probing of our proposals for a solution—we formally 
proposed a comprehensive bilateral agreement to Japan covering all 
woo! and man-made fiber textile products.

Our idea was to set separate annual overall levels on trade in wool 
and man-made fiber textiles, within which there would be group levels 
and individual levels for \arious individual product-categories in 
which import problems were already severe or where substantial dam 
age was clearly threatened. Categories of goods not under these ceilings 
would be subject to a consultation provision pursuant to which 
restraints would be developed in the event the import and market 
situation in other areas begin to deteriorate and specific action seemed 
necessary. Adjustments in the ceilings would parallel conditions in the 
domestic market.

In short, the proposed agreement was comprehensive in that its pro 
visions applied to all imports of wool and man made fiber textile prod 
ucts, and yet, it did not impose a rigid ceiling on every product across 
the spectrum of textile and apparel imports. It was and is a flexible 
approach. This is the same approach which has worked well in cotton 
textiles: it would do so in wool and man-mades.

Obviously, we left room for negotiation. We did not present rigid 
proposals on a take-it-or-leave it basis. We were willing to listen, to 
revise, to make ne-w suggestions. We were preparad to negotiate in 
good faith.

Following another series of exchanges through diplomatic channels 
in Washington and Tokyo, we agreed to meet in Geneva in mid- 
November, for further discussion. Japan hud indicated lis very strong 
objections to any comprehensive agreement, and at these meetings, the 
Xrnited States presented a framework for an agreement which would 
not involve comprehensive overall ceilings. Our November ideas would 
have provided full coverage through a series of specific levels on iden 
tified products and a consultation mechanism to assure our right to pre 
vent an excessive trade build-up in new categories or areas. We 
attempted thereby to deal specifically with the Japanese position 
against comprehensive restraints. This'approach was rejected.

Again in December, \ve met briefly with the Japanese Government's 
representatives in Genexa and presented a formal proposal for agree 
ment. In liglit of the reaction to our November projjosal, this proposal 
was based on overall and group ceiling^, for wool and man-mades in the 
general pattern of our bilateral cotton textile agreements. Sub- 
sequently, on January 2, we formally proposed an agreement based on
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the trigger mechanism approach first explored -with Japan in the 
November meetings in Geneva.

During this period, proposals for agreement were also put forward 
to a number of other governments concerned.

"We have held many meetings with delegations from these countries 
and there have been innumerable smaller sessions with individual 
representatives both here and in foreign capitals. We have presented 
voluminous data on request, and we have explained the elements of our 
proposals at great length so as to leave no chance of misunderstanding.

We are. at a key point in the textile and apparel import situation. We 
will know soon whether an agreement can be concluded.

III. TEXTILE PROVISIONS OF H.R. 16020

This, Mr. Chairman, brings me to textile portions of H.R. 16920. 
Several aspects of these provisions should be modified before the Com 
mittee takes its final action on them. I refer in particular to the defini 
tion of "textile articles" which we feel is too broad, and to the quota 
provisions which do not distinguish between disruptive and non- 
disruptive imports.

We would revise the definition principally to exclude man-made 
staple fiber and filament, and silk products. We do not believe that 
these man-made fiber materials should be included within the frame 
work of a textile articles program, as, in reality, they are products of 
the chemical industry rather than of the textile industry. We do not 
believe that import restraints in this area are required, and have not 
included these products in our negotiations with foreign governments. 
I should add, however, that we would include filament yarns that have 
been processed. These arc textile industry products which can reason 
ably be included in this bill.

Silk products are imported in relatively specialized areas and in 
small quantities. As a general proposition they do not substantially 
compete with American manufacturing and in our view they need not 
be included inan import restnunt program at this time.

As presently drafted, U.K. 101J^U would require the imposition of 
quotas on imports which we feel are not disruptive to the United 
States market, unless agreements were negotiated. We do not believe 
that the countries exporting such goods to the United States should 
be confronted with a situation in which the trade in such nondisrup- 
tive articles must be reduced or subject to negotiation. In some cases 
we feel certain that such a confrontation could lead to retaliation 
against United States trade. We do not feel that this situation is war 
ranted or necessary to a solution of the textile import problem. The 
Long Term Cotton Textile Arrangement, which authorizes a flexible 
approach based on the GATT concept of market disruption has pro 
vided a reasonable mechanism, if adequately enforced, this concept 
gives the protection required without, at the same time, compelling 
avoidable trade conflict. Accordingly, we would propose the addition 
of language authorizing the waiver of quotas in situations where a 
finding is made that the imported articles are not causing or threaten 
ing disruption of the domestic market.



26

SUPPLEMENTARY STATEMENT OF HON. MAURICE H. STANS, 
SECRETARY OF COMMERCE

TEXTILES

The President is well aware of and concerned with the problems 
of the textile industry. He has expressed that concern and his deter 
mination to do something about it both before and after his election.

The greatly preferred method of solving this problem is through 
voluntary agreements. Recent action, which I cannot detail today for 
obvious reasons, leads us to believe more strongly Jian ever that such 
agreements can be successfully concluded in the next several weeks. 
Therefore, the Administration requests the Congress to defer con 
sideration of the textile portion of the Mills bill for several weeks. If 
by the end of this period our expectations prove to be wrong and we 
are unsuccessful in negotiating voluntary agreements, we will at that 
time consider the matter with Congress.

The President also recognizes the pressure on Congress for action. 
The Congress may well feel it must move ahead with legislation on 
this matter at this time. But I would urge the Committee to withhold 
specific action until I can come back at a later date with a further 
report before the hearings are closed. I ask the Committee's permis 
sion to do so.



STATEMENT BY HON. DAVID M. KENNEDY, SECRETARY OF THE TREASURY
I am pleased K. appear today to discuss certain elements of the 

Administration's tnuk policy and to support II.R. 14870, the proposed 
Trade Act of 1069. In addition, my associate, John S. Nolan, Acting 
Secretary (or Tax Policy, is prepared to present to you in some detail 
a specific proposal covering our tax treatment of export income. This 
proposal b designed to provide tax treatment of export income more 
comparable to that provided other foreign source income and more in 
accord with the competitive realities of world markets.

The United States has provided leadership throughout the postwar 
period for liberal trading and investment practice. The essence of that 
jx)licy has been to work toward the removal of tariff and other restric 
tions on trade on an evenhanded and reciprocal basis. We have done so 
in the firm belief that expansion of international trade and investment 
under fair competitive conditions is in the interest of all nations.

I believe we can take pride in the achievements of the past, parti 
ularly in the reduction of tariffs. Our basic approach remains sound. 
At the same time, we must recognize that, with tariff barriers already 
substantially reduced, dramatic new breakthroughs are less likely in 
that area. Our attention must shift increasingly to other barriers to 
trade—equally real but often less easy to identify and measure. We 
must also be alert to the hardships and adjustments enforced on partic 
ular industries or sectors in response to shifting trade patterns. Other 
wise, past accomplishments will be undermined, and we will not be 
able to maintain forward momentum against the challenge of those 
who would seek other solutions to their problems—solutions that look 
inward to unilateral protective measures in one form or another.

II.R. H870 would provide the Administration with the minimum 
tools it needs to maintain forward progress, while protecting the legiti 
mate interests of American business and labor. The Special Repre 
sentative for Trade Negotiations has discussed the specific provisions 
of that bill in some detail. I would like, briefly, to note the relationship 
between our approach to trade policy and our broad international 
economic situation.

Our international balance of payments remains unsatisfactory. This 
is true despite the fact that during 1969 we achieve some growth* in our 
holdings of gold and foreign currencies, as well as creditor position in 
the D1F. At the beginning of this year, these assets were further 
supplemented by the first ^location of Special Drawing Rights.

Moreover, foreign official dollar holdings have declined significantly 
below peak levels. In eacu of the past two years, we have recorded some 
surplus in our official settlements jiccounts*, in a cummulative amount of 
about $£t£ billion.

However, it must be recognized that these shifts in our financial posi 
tion were primarily u reflection of extremely tight money in the United 
State;. The high interest rates and shortage of funds in our markets
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attracted a huge inflow of short-term money from abroad. This influx 
of short-term funds cannot continue indefinitely. Indeed, in 1970, there 
has already been some reversal. This has contributed, at least tem 
porarily, to a sizable deficit in our external accounts during the early 
months of the year.

In these circumstance^, a new emphasis needs to be placed on devel 
opments in the more basic element of our international accounts. Our 
trade position is of central importance in this respect. The heart of our 
present balance of payments problem lies in the fact that, largely under 
the pressure of internal inflation and overheating, our traditional trade 
surplus has dwindled away. Standing at about $61 o billion in 1964— 
roughly 1 percent of our then GNP--our trade surplus declined to less 
than $1 billion in both 1968 and 1969. Paralleling this drop in our trade 
balance, our surplus on all goods and services—despite a steady 
increase in income on foreign investments—has also decreased.

Rebuilding this surplus must be a prime policy objective. There is no 
other way in which, over a period of time, we can provide the rest of the 
\\orld with the real goods r.nd services necessary to support our invest 
ment activities and international obligations. Moreover, we must 
restore our trade and current account surplus in a manner fully con 
sistent with our key position in the world economy, and with the role of 
the dollar as the pre-eminent world reserve and trading currency.

In meeting this challenge, the puth of restrietionism is not* really 
open to us, not just as a matter of economic philosophy, but also for 
verj practical reasons. Restrictions which are unfair and unacceptable 
to our trading partners invite retaliation. Thus no benefit to our 
trade position is achieved, and spreading restrictions would damage 
our prospects for regaining a t-ubstantial surplus through competitive 
processes. Moreover, I believe we should recognize that freedom to 
import is one of the most effective possible checks to domestic inflation 
ary pressures. We cannot expect to maintain a competithe industry at 
home behind a succession of import barriers. Conversely, as we reap 
the benefits of our current polic.'es to restrain internal inflation, one 
consequence will be an improved international trade position. "We see 
evidence of this already. In the first quarter, our trade surplus was 
about $500 million, almost as much as during till of 1969. This is en 
couraging, but we have a long distance to go in achieving and main 
taining a surplus in the magnitude we need.

Better economic performance o\er a series of years is essential to 
that effort. But, in addition, the Administration is undertaking a con 
certed effort to induce and support efforts of industry to seek out and 
better develop foreign markets. One major element in that effort is to 
assure competitive export credit facilities. At the same time, we in the 
Treasury have reviewed thoroughly the implications of our tax struc 
ture for the exporting effort. Specifically, we have appraised such fac 
tors as the tax treatment of exporters in other countries, the tax treat 
ment of export income under F.S. law as compared to other foreign 
source income, and the question whether the F.S. tax structure does 
not Inadvertently contribute to an attitude among many American 
producers that export markets arc of secondary interest*, not worth 
concerted and aggressive effort over a period of years.

This examination has led to the conclusion that, in some respects,
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our tax system does tend to create an unnecessary drag on exports and 
actually gives some incentive to manufacturing abroad rather than in 
the United States. Accordingly, we have developed a proposal for a 
Domestic. International Sales Corporation (DISC). We believe this 
proposal provides a more equitable and satisfactory basis for the taxa 
tion of export, income. Essentially, it would permit a company, within 
prescribed rulus, to defer income taxation on exports sold through a 
domestic- export subsidiary. The proposal builds upon and modifies 
certain existing provisions of U.S. tax law that, in practice, have not 
been fully effective. It is consistent with international practice and 
obligations.

Specificially, the DISC proposal recognizes that export income i? 
partly foreign source income, just as Income from foreign subsidiaries 
is foreign source income. This principle that export income may in 
substance include foreign source income has long been recognized in 
our tax code, and it-has long been a provision of the tax code of other 
countries. "\Vhere this sound tax philosophy has gone astray in the op 
erations of our tax system is that the tax deferral of retained earning-^ 
available on foreign investment income can only be obtained on export 
income through creating a foreign-domiciled sales subsidiary, which 
many companies find awkward and impractical. Foreign source income 
may appropriately be determined by the- real place of sale, and the 
destination of the goods; the domicile of the corporate vehicle through 
which the sale is passed is a. matter of incidental significance.

YTe believe that this approach is consistent with the basic philoso 
phy of the U.S. tax system. The- Committee, has before it smother bill, 
II.K. 13713, that would approach the problem from an entirely differ 
ent direction, providing a rebate to the exporter for taxes directly or 
indirectly borne by articles exported. I recognize that elements in this 
approach bear some similarity to the GATT-sanctioned practices of 
many foreign countries providing a rebate to their exporters for 
value-added taxes. It would, however, raise a number of issues that 
have not been satisfactorily resolved internationally. In the circum 
stances, other countries could well institute comparable pro\isions 
related to similar taxes where no rebate is now provided. Moreover, 
the. revenue cost would l>e substantial. For example, if the rebate 
should work out to roughly 4 percent, the loss would probably ap 
proach $1 billion or more.

It must be recognized that our own proposal, by deferring income 
taxes on a large volume of exports, would also entail a significant 
revenue loss. I cannot ignore that impact, in the light of our present 
budgetary position. Consequently, fiscal responsibility requires that 
the effective date for action in this area be delayed bevond fiscal 1071 
to July 1,1971.

The* estimated revenue impact for the first full year—under our 
proposal, Fiscal 197-2—is expected to approximate $-ir>0-$GO() million. 
This revenue impact \\ill. of course, need to be taken into account in 
shaping our overall budgetary program for that period.

The. impact on exports would develop through several channels. 
Moai directly, the tax deferral would increase the profitability of ex 
porting. In many instances this should induce more effective pro-
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motional efforts or other measures to compete more effectively. Per 
haps more important over time, basic decisions on the location of new 
investment facilities at home or abroad would be affected, and com 
panies would be encouraged to develop long-range export .strategies. 
Indeed, I believe this shift in taxation would help signal to indubtry 
that improved export performance i.s a national objective of high 
priority; it would help build the com- iousness and attitudes toward 
ex«x>i*ts that this country has been sorely lacking.

In our judgment, the effect of removing the bias against exports in 
our tax system in the manner proposed should be to generate over time 
a level of exports a billioji dollars or more greater than might otherwise 
develop.

In summary, we consider the DISC can be an effective companion 
piece to our liberal trade policy. It is an outward looking measure, 
resting on a desire to remove impediments to competing more effec 
tively. It can be a part of an effective approach to our entire balance 
of payments problem, and it is an approach that accepts competitive 
imports as a factor in our battle against inflation.

At the same time, we must face the fact that, in the light of fiscal 
requirements, the effective date should be deferred. We urge that this 
proposal receive your careful consideration in the light of all these 
factors.



STATEMENT OF Hox. JOHN S. NOLAN, ACTING ASSISTANT SECRETARY 
OF THE TREASURY FOP, TAX POLICY

Mr. Chairman and members of the committee, I appreciate the 
opportunity to appear before this Committee to describe our Domestic 
International Sales Corporation (DISC) recommendation. We make 
this recommendation because the U.S. tax system presently results in 
an income tax disadvantage to U.S. export sales as compared to foreign 
production of subsidiaries of U.S. companies, or of foreign-owned com 
panies. At a time when the U.S. is making every effort to improve its 
balance of trade, this disadvantage should be removed. The DISC pro 
posal provides for deferral of U.S. tax for a domestic corporation 
engaged in export sales similar to that presently provided for foreign 
manufacturing subsidiaries of U.S. companies. This recommendation 
for providing greater equity in the U.S. tax treatment of export income 
to the extent it constitutes foreign source income is sufficiently related 
to the foreign trade position of the United States that it deserves your 
consideration at the present time.

While income tax factors are important, we recognize that economic 
factors often tend to favor local production in or near the market in 
which the. products are being sold. Over the last twenty years we have 
witnessed a constantly increasing degree of manufacturing abroad by 
U.S. companies. la many cases, for a variety of political and economic 
reasons, such local production may be the' only means of competing 
effectively iu certain markets. U.S. tax policy can and should, at best, 
have only a limited effect on such decisions. On the other hand, the U.Si 
tax laws themselves have treated export sales much less favorably than 
foreign manufacture and thus have compounded the emphasis on 
foreign production. This inequity in our tax laws can and should be 
remedied.

We should compare U.S. tax rules with those of many of the devel 
oped countries of the world which base their tax jurisdiction on terri 
torial concepts and defer their tax on export income or exempt such 
income from tax, to a greater or lesser extent. In addition, many coun 
tries have special tax rules which effectively promote export activity 
such as extraordinary reserve allowances on export sales and greatly 
accelerated depreciation of export assets. In contrast, the XTnited States 
taxes currently and, with the exception of the Western Hemisphere 
Trade Corporation concept, fully the income from any export sale by a 
domestic corporation because the corporation is incorporated in the 
United States.

In 1962, legislation was enacted to tax currently United States 
shareholders on certain passive income (such as dividends, interest, 
and royalties) and on certain sales and services income earned by 
controlled foreign subsidiaries. Two important exceptions were made. 
First, the Export Trade Corporation exception in section 970 of the 
Internal Revenue Code provides specifically for limited deferral of
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income earned by a foreign corporation selling U.S. export produc 
tion. In retrospect, it seems strange that such deferral should be avail 
able only to a foreign corporation and not where export sales are 
made directly by a U.S. corporation. Second, section SJ63 allows in 
effect full U.S. tax deferral of low-taxed income of a foreign sales 
company where pursuant to a so-called "minimum distribution" elec 
tion such income is averaged with higher taxed income from foreign 
manufacturing activities of the same controlled group if the average 
effective foreign tax rate reaches 00 percent of the U.S. tax rate. In a 
real sense, the only U.S. exporters who benefit from such deferral are 
those who also have substantial investments in foreign manufacturing 
facilities and thus can achieve this complex averaging effect.

In view of these limitations on deferral, the only way most U.S. 
manufacturers are able to obtain the benefits of full deferral of the 
U.S. tax is to form a foreign corporation to manufacture abroad. The 
income from the sale of goods manufactured by foreign corporations 
owned by U.S. shareholders is not taxed by the United States until 
such income is distributed to the shareholders (or the stock of the 
subsidiary is sold). Until distribution (or the sale of the stock), the 
only applicable income taxes are foreign taxes, and these may be 
imposed at a level below the U.S. level or may be completely waived, 
especially on exports.

This existing U.S. tax treatment of foreign source income inher 
ently involves a bias in favor of our largest corporations.. Through 
their extensive foreign structures, they arc frequently able to use the 
foreign tax credit, either with or without minimum distribution elec 
tions, to reduce their U.S. tax liability on export earnings. To the 
extent this is being achieved under present law, the tax referral effect 
of the DISC proposal would not involve a revenue loss through a 
postponed receipt. We do not have adequate data at this time to deter 
mine the ex fent to which the foreign tax credit presently serves to 
shield export income from U.S. tax, but be believe it to be significant. 
The more important point, however, is that the DISC would work 
more in favor of companies without existing large foreign structures 
and extensive foreign tax credits.

Accordingly, the DISC will provide equivalent opportunities for 
tax deferral for foreign source income, to the extent this income arises 
from export sales, for smaller corporations and for corporations newlv 
entering the export market or expanding their export sales. This 
additional equity of tax treatment as between our largest corporations 
and U.S. business in general is an important feature of the Adminis 
tration's -proposal.

Some would say that the reniedv to the inequities we describe is sim 
ply to remove the deferral on all foreign earnings of U.S.-controlled 
businesses and tax it currently. Such a response cleaJv acknowledges 
the inequities we describe. It also overlooks some critical facts. The 
foreign-owned competitors of U.S. businesses in the world markets are 
generally not subject to such an all-embracing concept of taxation by 
their home countries. To the contrary, the territorially principle of 
the tax systems of the majority of industrialized countries exempts for 
eign source earnings, so that their companies operating abroad are 
able to enjoy the full advantage of tax holidays and reduced corporate
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rates, whether directly or through greatly accelerated depreciation al 
lowances or other special tax allowances or inducements.

Our studies show that the average effective foreign tax rates are gen 
erally below our U.S. effective corporate rate. For 1964, the effective

tax level with respect to the earnings of their foreign subsidiaries, and 
thus pay no more tax on a current basis than their competitors. How 
ever, virtually every foreign country imposes a withholding tax on divi 
dends. If the U.S. were to impose its taxes on the earnings of U.S.- 
controlled foreign subsidiaries on a current basis, these subsidiaries 
would surely remit their earnings in dividends to be certain of obtain 
ing the foreign tax credit for the withholding taxes on dividends. 
Earnings needed in the businesses of the foreign subsidiaries would 
then l<e returned as capital contributions or loans.

These withholding taxes would largely offset the residual TT.S- tax 
through the foreign tax credit. The net effect would be an increase in 
the current foreign taxes collected from U.S. businesses with little, if 
any, additional U.S. tax. Thus, the position of the U.S. businesses in 
the world market would be prejudiced.

TTe think it is not wise as a matter of sound national tax policy to 
affect adversely the competitive position of our companies by neutral 
izing their opportunities to benefit from lower levels of foreign tax in 
countries in which they have substantial operations and which are 
enjoyed by their competitors. This, of course, would be precisely the 
effect of extending our own corporate tax to all foreign source income 
of U.S. businesses. The existing structure provides for deferral of the 
U.S. tax until dividends -are paid. The payment of such dividends re 
flects the fact that the foreign earnings are no longer needed in the 
foreign operations. This is a sound system and is equally sound for 
export earnings.

Thus, the basic purpose of the DISC proposal is to remove inequities 
in our present system in the tax treatment of export earnings. I will 
now outline the main features of the- proposal.

1. BASIC PROVISIONS

The Internal Revenue Code would he amended to provide for a new 
category of domestic corporation to be known as a Domestic Inter 
national Sales Corporation (a "DISC"). The U.S. tax on the export 
income derived through such a corporation would be deferred as long 
as it is either used in the corporation's export business, is invested in 
"export related assets" of the DISC, or is invested in "Eximbank 
paper", and thus is not distributed to the DISC'S shareholders. "Ex 
port related us>ets" \\ould include loans to manufacturers, including 
the DISC's U.S. parent company where the DISC is a subsidiary, to 
finance investments in U.S. plant, equipment and machinery, inven 
tory, and research and de\clopment to the extent these investments are 
deemed export related. The manufacturer's total investments for any 
of these purposes would be treated as export related in the same ratio 
as the manufacturer's scales destined for export bear to total sales.
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In order to qualify as a DISC, u corporation would be required to 
confine its activities almost entirely to export selling and certain re 
lated activities. A DISC could have foreign sales branches and its own 
foreign sales subsidiaries where such branches and subsidiaries are 
engaged in the sale of U.S. exports. The DISC could not engage in 
manufacturing or invest in or finance foreign manufacturing activities 
except to a very limited degree in direct support of its F.S. export 
sales activities.

A DISC could sell the products of any domestic manufacturer (pur 
chased from, or sold on behalf of, the manufacturer or another DISC) 
and could sell them to any foreign purchaser for a foreign destina 
tion, whether or not related. While foreign permanent establishments 
of U.S. persons would be treated as foreign purchasers, this rule would 
not apply to sales to the U.S. Government for foreign use. The rela 
tionship "of the DISC proposal to trade effected under the Canadian 
Auto Agreement is being examined.

Although some complexity will be inherent in defining an entity en 
titled to the tax stntus-of a DISC, we intend to simplify tax concepts 
applicable to export activity to the maximum degree jwssible. For ex 
ample, a- destination test for export sales would be substituted to re 
duce the complexities of the present passage of title test.

'-'. QUALIFICATION* AS A DISC

In order to qualify as a DISC, a domestic corporation would be re 
quired to meet a gross receipts test and an assets test. It would also 
be required to distribute currently interest received on investments in 
"export related assets". To achieve recognition as a DISC, the only 
requirements would be an equity capital imestment of $i,500 or more, 
a ratio of indebtedness to related companies not in excess of five times 
the. equity capital, and an appropriate election.

To meet the gross receipts test, nt least 05 percent of the DISC'S 
receipts would be required to be received from e.\i>ort sales activities 
and from investments in "export related assets" and Eximbank paper. 
In order to meet the assets test. 05 percent of tin- DISC's assets would 
be required to be used in its export business or be in the form of uexport- 
related assets" or "Eximbank paper". To prevent inadvertent disquali 
fications under either of these tests, wo will provide that if any in 
come derived from non-qualified receipts or any non-qualified assets 
are timely distributed by a DISC, such receipts or assets will not be 
taken into account for purposes of the 05 percent gross receipts and 
the 05 percent assets tests.

The following would be treated as giving r»se to qualified gross 
receipts:

Export sales of goods manufactured, produced, grown or ex 
tracted in the United States by persons other than the DISC and 
sold by the DISC either on a purchase and resale basis or as a 
commission «gent;

The-leusing or rental of U.S. export property: 
The performance of services by the DISC ancillary to its sales 

or leases;
Interest on credit extended to export customers in accordance 

with normal commercial practice;
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Interest on obligations issued, guaranteed or insured by the Ex 
port-Import Bank and certain similar paper:

Interest and dividends from foreign sales subsidiaries engaged 
in marketing U.S. exports, including foreign packaging and 
limited assembly operations;

Interest and dividends from limited investments in unrelated 
foreign corporations made in fm« Iterance of export sales, such as 
a loan to a foreign distributor:

Interest on investments in ''export related assets", including 
loans to U.S. manufacturers, whvther or not related to the DISC, 
to finance investments related to export production: 

Gains on the sale of assets used to produce export receipts; 
Interest on deposits in the U.S. with persons carrying on the 

banking business provided the deposits are temporary—that is, 
any deposits as of the last day of the taxable year (other than 
working capital used in the export business), must be invested in 
other qualified assets within the time prescribed for the filing of 
the DISC'S return for such taxable year: and

Other transactions and activities directly related to exporting 
of U.S. products as designated by the Treasury Department in 
regulations.

Qualified assets would include assets nsed by a DISC in its export 
business (that is, assets giving rise to export receipts), investments in 
"export related assets," temporary deposits in U.S. banks, and invest 
ments in "Eximbank paper." Among the assets which would in all 
events be treated as used by a DISC in its export business or as qual 
ified assets are:

Obligations of export customers received on sales in accordance 
with normal commercial practice:

Other working capital used in its sales or commission business: 
Export property held for lease: 
Assets of foreign sales branches handling U.S. exports: 
Obligations issued, guaranteed, or insured by the Export-Im 

port Bank and certain other similar paper:
Stock or .securities in foreign stiles subsidiaries engaged in mar 

keting U.S. exports, including foreign packaging and limited 
assembly ope rat ions;

Stock or securities in unrelated foreign corporations made in 
furtherance of an export sale or sales:

Obligations representing loans to domestic producers to finance 
"export related assets":

Temporary deposits in the United States with persons carrying 
on the banking business; and

Other assets directly related to U.S. exporting as designated by 
the.Treasury Department in regulations.

The third baste requirement for qualification as a DISC is the distri 
bution by the DISC as a dividend within nine months after the close of 
its taxable year of interest received on investments, in ''export related 
assets" (loans to manufacturers) and on temporary deposits in U.S. 
banks in excess of normal \\prking capital requirements. The stock 
holders of the DISC receiving such dividends are subject to full 
corporate and individual income tax on the distribution.
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3. TAX TREATMENT OF DISC INCOMF.

So long as the domestic corporation continues to qualify as a DISC, 
U.S. tax would not be imi>osed on its current or retained export earn 
ings, Avhich would include dividends and interest from its qualified 
foreign subsidiaries. Upon a dividend distribution or the liquidation 
or sale of the shares of the DISC, its r- tained export earnings would be 
taxed to its shareholders as ordinary income. Thus, the net effect would 
be a deferral of the IT.S. tax. The intercorporate dividends-received 
deduction would not be available since the DISC would not have been 
subject to tax and the tax is only to be deferred until distribution by 
the DISC.

Dividends of a DISC paid out of qualified income would be treated 
as foreign source income except to the extent such dividends are 
attributable to interest on investments in "export related assets" or on 
domestic bank deposits. With respect to any foreign incomes taxes paid 
by the DISC, a foreign tax credit would te available to the corporate 
shareholders to offset U.S. tax on foreign source .shareholders to offset 
U.S. tax on foreign source dividends received from the DISC (or U.S. 
tax on liquidation or sale of the DISC): it could also serve, subject to 
the limitations in section 904 of the Code, to offset U.S. tax on other 
foreign source income. This would approximate the tax treatment of 
accumulated earnings and profits of foreign subsidiaries under present 
law and the present treatment for exjx)rts where passage of title is 
arranged to occur outside of the United States.

4. LIMITATION ON DISC PROFITS

We propose that limitations be established on the profits which could 
be earned by a DISC in cases where it is purchasing from, or acting 
as a commission agent for, a related manufacturer. Such limitations 
would be specified in regulations pursuant to statutory authority.

The regulations would provide that the income of the DISC (com 
puted under normal tax accounting rules) would be subject to being 
allocated to the related manufacturer if it exceeds the income computed 
under both of two alternative formulas. As long as the income of the 
DISC does not exceed the amount determined under the formula 
which gives the higher amount, no allocation would be made and the 
income could be deferred. The formulas would be:

A. The DISC could not realize income in excess of 4- percent of 
its sales plus 10 percent of the ''export promotion expenses" 
incurred by it: and

B. The DISC could not realize more than HO percent of the 
combined taxable income from the manufacture in the United 
States and the export sales by the DISC, plus 10 percent of the 
export promotion expenses incurred by the DISC. For this pur 
pose, the taxable income generated by sales of the DISC would be 
determined by deducting from sales" the cost of goods sold deter 
mined on the same basis as that charged by the manufacturer on 
uncontrolled sales (inventory cost). Other deductions (except cer 
tain nonpperating deductions) such as selling expenses, general 
and administrative expenses, research and development and inter 
est expenses, would be allocated between sales by the DISC and 
sales by the manufacturer on the basis of net sales from each of
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these sources or, where certain markets are primary and other 
markets arc secondary, on an appropriate basis to be specified in 
the regulations.

In addition to these formulas, the income of the DISC would not be 
allocated to the related T.S. manufacturing company if it is in accord 
with the intercompany pricing rules set forth in the existing regula 
tions under Section 482 of the Intern;:! Revenue Code.

Allocation rules along the foregoing lines would be analogous to 
those applied by a number of countries, generally on an informal basis, 
in the determination of their tax liability on exports. Their primary ad 
vantage would be in providing a greater degree of specificity and defin- 
itiveness in limiting the profit which may be realized by the DISC vis 
a-vis its related F.S. manufacturer.

5. INVESTMENTS IN" "EXPORT RELATED ASSETS"

A DISC would be permitted to invest its accumulated export income 
in "export related assets". Such investments would be in the form of 
loans to domestic manufacturers, whether or not related, to finance the 
manufacturer's export related assets. The amount of export related as- 
setb of a manufacturer would be that proportion of the manufacturer's 
investment in production sind supporting facilities •which is the same 
as the proportion of the maim facturer's export sales and sales to DISC's 
to its total sales. Thus, if the manufacturer's export and DISC sales 
represented 20 percent of Its total silc* and its production and support 
ing facilities equaled $20 million, the authorized borrowing would be 
$4 million.

It is contemplated that when a DISC makes such loans to an unre 
lated borrower, .such borrower would provide the DISC with a certifi 
cation that the borrower has not and will not exceed its authorized 
borrowing for the year.

The production and supporting facilities of a manufacturer which 
would qualify for this pur{>ose would include:

Existing plant, equipment, machinery and supporting produc 
tion facilities (including those for storage, transportation and 
administration) \alucd at their adjusted basi.< after depreciation 
(reduced by outstanding DISC loans previously made wi fh re 
spect to such assets):

Investment in new plant, equipment and machinery and otl^r 
new supporting production facilities:

Inventory (reduced by outstanding DISC loans previously 
made with respect to inventory); and

Research and development*expenditures (whether or not cap 
italized) incurred during the year.

It is not contemplated that there will be any tracing of loans to 
specifir manufacturing facilities or equipment actualh used in pro 
duction for export.

All loans would be interest bearing, resulting in an interest deduc 
tion to the borrower. The section 4X2 safe haven rules will be applica 
ble ; presently the interest charged niurf be a minimum of 4 percent and 
maximum of G percent, although the rate may, be higher if an arm's 
length rate would be higher. 

The term of any loan need not be less than 10 years. Loans related to
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investment in research and development and inventory would be for 
10 ;,eai>. To the extent that loans relate to investments in fixed assets, 
the term may be longer based on the weighted average useful life for 
depreciation purposes for such assets, with an outside limit for any 
asset (including land) of 30 years. At maturity, any loan could be 
renewed, or Use principal loaned to another borrower, provided always 
that there is compliance with the rules previously described.

Qualified loans would remain qualified throughout their term 
regardless of any decreases in export sales. They would not be treated 
as constructive dividends.

rt. ACQUISITION OF KXl'OnT-lMl'OUT HANK PAPER BY DISC'S

As stated alxnc, (nullified export income would include interest on 
credit extended to export customers in accordance with normal com 
mercial practice and interest on obligations issued, guaranteed, or 
insured by the Export-Import Bank and certain similar paper. Such 
debt obligations would also constitute qualified export ah.-et.s. In cases 
where tin- DISC acts as a commission agent for an export manufac 
turer, the obligations acquired by the manufacturer in connection with 
the extension of credit to export customers in accordance with normal 
commercial practice could be acquired by the DISC.

It would be provided that the following types of "Export-Import 
Bank obligations and similar paper would gi\e ri.^e to qualified export 
income and constitute qualified export assets:

Obligations issued by the Export-Import Bank: 
Obligations guaranteed or insured by the Export-Import Bank 

in cases where the DISC purchases the obligations from the 
Export-Import Bank or from the exporters:

Obligations insured by the Foreign Credit Insurance Associa 
tion in cases where the DISC purchases the obligations from the 
exporter:

Obligations issued by certain domestic corporations organized 
solely for the purpose of financing I'.S. exports pursuant to an 
agreement with the Export-Import Bank whereby such corpora 
tion makes export loans guaranteed by the Export-Import Bank.

7. DEFICIENCY DISTRIBUTIONS

Tn order to prevent inadvertent disqualification of a DISC, a de 
ficiency dhidcnd procedure would permit continued qualification of 
the DISC. Deficiency distribution^ could be made at two stages where 
either the income or asset test had not been met or interest on invest 
ments in export related assets or temporary bank deposits (referred to 
as "distributable interest") had not lx?en distributed:

Current Deficiency nittrfimtiom.—Where the DISC during 
the taxable year had at least TO percent of its gross receipts in the 
form of qualified receipts, a distribution of the income derived 
from non-qualified cross receipts could be made at anv time after 
the close of the DTSC's taxable vear and prior to the time for 
filing the DISC s annual return. Similarly, anv non-qualified as 
set could be distributed, or such asset could be liquidated \vith 
the proceeds lieing distributed or invested in qualified asset, within 
such period. A distribution of "distributable interest" could be
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made within such period without regard to the 70 percent 'test. 

Delayed Deficiency Distribution*.-—A. distribution of "distri 
butable interest" or non-qualified income or a non-qualified asset 
(or a distribution from the proceeds of such an asset) could be 
made at any time, with respect to any year as to which the period 
for assessment, of 'additional taxes had not expired provided that 
the existence of such income or a.-'-et and the failure to distribute 
it within the return filing period was due to reasonable cause. 

A delayed deficiency distribution would be required to consist of the 
distributable interest'or non-qualified income (or asset or proceeds 
therefrom) plus an annual interest, charge to compensate for the defer 
ral of tax on the income from the return filing date.

8. DISQUALIFICATION* OF DISC. LIQUIDATION. OR SALE OF STOCK

Upon liquidation of a DISC or upon its disqualification (where the 
deficiency dividend procedures are not used), DISC status would ter 
minate-and the earnings and profits of the DISC on which F.S. taxes 
had been deferred would be deemed to be distributed to the share 
holders. Each shareholder would be taxed as if he had received his 
pro rat a portion of such income in equal installments in the year in 
which such liquidation or disqualification occurs and in each of the 
.succeeding nine years: except that if the DISC has not been qualified 
as such for at least ten years, the period of distribution will be deemed 
to be the number of years the DISC was in existence prior to the com 
mencement of the liquidation orthe disqualification.

I'pon the sale of stock in a DISC 1 , the gain realized will be taxed at 
ordinary income, rates to the extent of the accumulated earnings and 
profits after the date of the DISC 1 election. The-foreign tax credit 
would be available similar to its application under section 1'24S of the 
Internal Kevenue Code.

!>. KKO1MSANI/ATIOX OF KXIRTING RXl'ORT OPKUATIONS

It is contemplated that in general tax-free reorganizations would be 
permitted-to place existing foreign operations in a DISC or to put 
existing foreign sales subsidiaries under its ownership.

10. FINANCIAL ACCOUNTING

We understand that the Accounting Principles Board of the Amer 
ican Institute of Certified Public Accountants has recently reviewed 
the question of the proper accounting treatment with respect to the 
deferred tax liability on the profits of a DISC. We understand that 
they have concluded that the DISC could be treated in the same man 
ner as a foreign subsidiary—that is, under current practice there 5« no 
requirement, that the deferred tax liability be accrued currently on ao 
income, so that the F.S. tax liability would be reflected as a cost jit u 4 
time dividends are paid, just as it would be imposed under our DISC 
proposal.

This concludes our description of the DISC. A more detailed tech 
nical explanation has been delivered to the Committee and is available 
to the public at the Treasury's Public Information Office.

I will be pleased to answer any questions concerning this proposal.

PAGE_^_BLANK



DOMESTIC INTERNATIONAL SALES CORPORATION" TECHNICAL 
EXPLANATION OP TREASURY PROPOSAL"

definition of a Domestic In ternatioml Sales Corporation (DISO).— 
A corporation would generally qualify as a DISC if (1) it is a domestic 
corporation which meets the* minimum equity capital requirements, 
(2) -within the first 90 clays of the beginning*of its taxable year the 
shareholders elect to have "the corporation treated as a DISC,1 (3) 95 
percent of its gross receipts for the taxable year is derived from export 
activities, from "export related assets" and "Eximbank paper," (4) it 

"^tributes annually its interest income from its investment in "export 
i\ %ted assets" and qualified bank deposits, and (5) 95 percent of its 
assets are used in the export business, are in the form of "export related 
assets" or "Eximbank paper,"

Ownership of the Stock of a DISC.—Individuals, corporations, 
trusts, and estates could own the stock of a DISC. Nonresident aliens 
and foreign corporations could also own the stock of a DISC. Any 
dividends received by a nonresident alien or foreign corporation would 
be treated as effectively connected -with a XT.S. trade or business 
operated through a permanent establishment.

A domestic corporation engaged almost solely in the export business 
might well be able to qualify as a DISC. In' cases where an export 
business is conducted in a non-corporate form, by a sole p..oprietorship 
or a partnership, it would be necessary to organize a corporation. Sim 
ilarly, a corporation engaged in manufacturing or in non-export sales 
activities, as well as in exports, could organize an export sales subsid 
iary designed to qualify as a DISC. DISC'S could export articles pro 
duced by related and non-related producers and could export to related 
and non-related foreign purchasers.

Equity Capital Requirement.—A DISC would be required to main 
tain at all times a minimum equity capital of $2,r>00 and the ratio of ; ts 
indebtedness to related corporations 2 (or guaranteed by related 
corporations) could not exceed five times its equity capital.

Gross Receipts Requirement.—As stated, the gross receipts require 
ment ib met if the domestic corporation derives at least 95 percent of 
its gross receipts from exports and export related investments and 
activities. The 95 percent test mast be satisfied annually. Qualifying 
gross receipts would be derived from:

(1 j the sale 3 of export property (hereinafter defined) for use, 
consumption, or distribution in a foreign country:

(2) the leasing or rental of export property for use in a foreign 
country by the lessee;

1 Such election remains In effect as long as the gross receipts and assets tests nre met 
with respect to the year of the election and each subsequent year.

S A "related" corporation as used herein refers to a corporation which controls or Is 
controlled by the DISC or Is under common control.

s In the case of commission income on the sale of property, the gross receipts test will 
be applied to the gross receipts on the sale of the property on which such commissions were 
earned.

(41)
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(3) gains from the sale or exchange of assets used by the DISC 
for the.'product ion of export receipts;

(4) the performing of services by the DISC which are an 
cillary and subsidiary to the selling or leasing of export property 
by the DISC;

(5) loans of DISC profits to domestic producers for ''export 
related assets*' as described in ''Ixwms to "Domestic Producers":

(6) temporary deposits in the United States with persons car 
rying oil the banking business: (see Item 9) 
' (7) dividends or interest which is received with respect to 

foreign investments described hereinafter in "Non-U.S. Invest 
ments" :

(8) interest received on any obligation arising from sales or 
leases of export property and related services, including interest 
on receivables purchased by a DISC selling as a commission 
agent:

(9) obligations issued, guaranteed or insured by the Export- 
Import Bank and certain similar obligations: and

(10) other transactions and activities directly related to ex 
porting of U.S. products as designated by the Treasury Depart 
ment in regulations.

Distributable Interest.- "With respect to loans made by the DISC 
to domestic producers for ''export related assets" f (.">) abo\e], and 
interest on bank deposits | ((») above], the annual interest "vif»me from 
such loans and deposi's (hereinafter referred to a.^ "di.-trilnitable in 
terest") must ho distributed by the DISC \\ithin the time required for 
filing the DISC's annual return for such year.

E-r/xtrt Income and Export Prti/H'rfi/. On export sales or leases 
and ancillary sen ices, the place of use, consumption, or disposition of 
the goods will determine whe*her the actuiiy is export in nature 
rather than the technical source of income under the passage of title 
test. A DISC will be deemed to receive export income when it sells to 
foreign purchaser for export or to an unrelated DISC. SaVs to a 
foreign establishment of a U.S. entity for use, consumption or dis- 
nosition outside the United States will be considered export sales. 
IIowe\er, s;<ies to the U.S. Oo\ eminent will not be considered exports.

"Kxport property will mean any personal wonorty, grown, 
extracted, manufactured or produced in the United States, Puerto "Rico 
or any other nossession for ultimate u.-e, consumption or disposition 
outside the United States, Puerto Rico or am other possession. Ouali- 
fied exports would not include exports to a possession of the United 
States, including Puerto "Rico.

If a DISC sells products to persons who were formerly customers 
of its parent or SL related comi>an\, the income generated b\ these sales 
would be qualified income. Similarly, some or all of a DISC's line of 
products may be sold on behalf of unrelated producers.

A limitation will be imposed on the amount of ''foreign content" 
which mav go into the iroods which a DISC 1 exports. The property 
must have In-en substantially transformed in the United States prior 
to export. The U.S. content must account for at least HO nercent of the 
total costs of the product as established under .standard OCA eminent 
procurement regulations. In addition, an\ item containing components
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imported into the United States and classified under Item SOT of the 
Tariff Schedules of the United States will not qualify as "export 
property."

Where a DISC sells, a product (o a related foreign company and such 
foreign company vither resells the product, or performs a further 
amount of work* on the product, before resale, or utilizes the product 
itself, the income which the DISC re- ived from the sale of the prod 
uct to the affiliate would be qualified.

A DISC could sublease export propcrtv as to which it is the lessee. 
The DISC'S receipts attributable to the DISC'S transporting its 

qualifying exports (either in the United States or abroad) would be 
treated as qualified receipts.

Xox-i/uaUfi/hif/ /«W//>/«.—-The forms of qualifying receipts of a 
DISC are set forth above. The following will not constitute qualified 
receipts:

(1) the sale of export property to the United States or any 
agency or instrumentality thereof and service or other income 
ancillary thereto:

('2) income from the use of intangibles abroad such as copy 
rights, trademorks, and patents;

(3) foreign franchising operations (however, where a U.S. tax 
payer supplies :i foreign franchisee with a particular product or 
product line, the sale of these items through a DISC could gen 
erate qualified export income): and

(•I) services other than those rendered by a DISC" in connection 
with the sale or lease of export property by it. 

Income which results from a DISC selling export property abroad 
for final disposition, use, or consumption of such property in the 
United States will not be qualifying income.

The relationship of the DISC proposal to the Canadian Automotive 
Agreement is presently understudy.

Lim-itiition <//». ])I$'C Pt'ofits.—Tn order to avoid unnecessary prob 
lems on intercompany pricing allocations, it is intended to provide 
guidelines to pre\ent the excessive shifting of income to a DISC where 
it is purchasing from or selling on behalf of a related manufacturer. 
The regulations would provide that the income of the DISC (com 
puted under normal fax accounting rules) would be subject to being 
allocated to the related manufacturer if it exceeds the income com 
puted under both of t \\oalternative formulas. As long as the income of 
the DISC d«e> not exceed the amount determined under the formula 
which ghe.s the higher amount, no allocation \\ould be made and the 
income could be deferred. The formulas would l>e:

(a) The DISC could not realize income *n excess of 4 percent of its sales: or
(b) The DISC could not realize more than HO percent of the 

combined taxable income from the manufacturer in the United 
States and the export sales bj the DISC. For this purpose, the 
taxable income generated In sales of the DISC would be deter 
mined by deducting from sales the cost of goods sold determined 
on the same basis as that charged by the manufacturer on uncon 
trolled sales (inventory cost). Other deductions (except certain 
nonoperating deductions) such as selling expenses, general and
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administrative expenses, research and development and interest 
expenses, would be allocated between sales by the DISC and sales 
by the manufacturer on the basis of net sales from each of these 
sources, or, where certain markets are primary and other markets 
are secondary, on an appropriate basis to be specified in the 
regulations.

In addition to the foregoing, a DI.~C would be entitled to an addi 
tional deferred income equal to 10 percent of the "export, promotion ex 
penses" incurred by it. Export promotion expenses would be those 
ordinary and necessary expenses of the DISC paid or incurred in the 
production of export income, including salaries, rentals, warehousing, 
advertising, selling expenses, billing, collection and other administra 
tive costs, but not including costs of goods sold, taxes or any expenses 
that do not advance the distribution or sale of exports.

The pricing between the U.S. parent and the DISC could also, of 
course, be established pursuant to the existing allocation rules under 
section 482.

A DISC must sell to a related foreign purchaser on an arm's length 
basis, as under section 482: provided, however, that no effort will be 
made by U.S. authorities to allocate or recharacterize income on .such 
sales in a manner that would reduce the DISC profits below tho?e 
authorized under the preceding rules. Credit terms extended to related 
foreign purchasers must be comparable to those that w ould be extended 
to unrelated purchasers.

Qualified Assets Defined.—An asset test is required in order to in 
sure that the DISC assets are related to export activity. Therefore. 95 
perecent or more of the value of the total assets of the'DISC as of the 
last day of the taxable year must consist of:

(1) working capital used in the export sales business (pri 
marily consisting of cash, inventory and export receivables);

(2) plant, machinery and equipment and office and adminis 
trative facilities used in connection \\ ith the sale, lease, storage, 
packaging, servicing, assembly or transportation of the DISC'S 
exports;

(3) obligations issued, guaranteed or insured by the Export- 
Import Bank and other similar obligations:

(4) export property held for lease:
(o) assets of foreign srJes and service branches handling U.S. 

export property: provided that the acth ities and assets are limited 
to those specified for foreign subsidiaries (see Item (3)):

(6) stock or other securities issued by foreign customers and 
certain foreign companies as described hereinafter in "Xon-U.S. 
Investments":

(7) export receivables purchased by a DISC from a manu 
facturer on whose behalf the DISC sells as a commission agent:

(8) obligations representing loans to domestic producers for 
"export related assets" as described in "Loans to Domestic Pro 
ducers" :

(9) deposits in the United States with persons carrying on the 
banking business, provided that any amount so held as of the last 
day of the taxable year (other than working capital used in the 
export sales business), shall have been invested in other qualified
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assets within the time prescribed for the filing of the DISC'S re 
turn for its taxable year, or for such-additional period of time as 
may be permitted by regulations; and

(10) any other'asset directly related to exports which the
Treasury Department describes in regulations.

Since the asset test includes an annual test to be met as of the last
day of the DISC'S taxable year, adjustments may be made to meet the
income and asset tests during the period between the end of the year
and the time prescribed for the DISC's filing of a return for the taxable
year. While not taxable, it is contemplated that a DISC must file a
reporting form during the 9th month after the close of its taxable year.

In order to give some flexibility to meet the problem of coordinating
of loans to a producer and timing of construction and similar events,
regulations would permit counting both loans that have been made and
firm commitments scheduled to be taken down Avithin a specified
period.

Acquisition, of Export-Import Bank Paper ~by DISC's.—Qualified 
export income would include interest on credit extended to the DISC's 
export customers in accordance with normal commercial practice and 
interest on obligations issued, guaranteed, or insured by the Export- 
Import Bank and certain similar obligations. Such debt obligations 
would also constitute qualified export assets. Where the DISC acts as a 
commission agent for an export manufacturer, the obligations acquired 
by the manufacturer in connection with the extension of credit tn 
export, customers in accordance with normal commercial practice could 
be acquired by the DISC.

The following types of Export -Import Bank obligations and similar 
paper would give rise to qualified export income and constitute 
qualified export assets:

Obligations issued by the Export-Import Bank; 
Obligations guaranteed or insured by the Export-Import Bank 

in cases where the DISC purchases* the obligations from the 
Export-Import Bank or from the exporter;

Obligations insured by the Foreign Credit Insurance Associa 
tion in cases where the DISC purchases the obligations from 
the exporter;

Obligations issued by certain domestic corporations organized 
solely for the purpose of financing IT.S. exports pursuant to an 
agreement -with the Export-Import Bank whereby such 
corporation makes export loans guaranteed by the Export-Import 
Bank.

Deficiency Dixfributiom.—In order to prevent inadvertent disquali 
fication of a DISC, a deficiency dividend procedure would permit con 
tinued qualification of the DISC. Deficiency distributions could be 
made at two stages where either the income or asset test had not been 
met or the "distributable interest" had not been distributed.

(1) Current deficiency distributions.—Where the DISC during 
the taxable year had at 'east 70 percent of its gross receipts in the 
form of qualified receipts, the amount of income derived from 
non-qualified receipts could be distributed at any time after the 
close of the DISC's taxable year and prior to the time for filing the 
DISC's annual return. The amount of the required distribution in

41-813 O—70——4
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the case of non-qualified receipts will ordinarily be that propor 
tion of the DISC's net income which its non-qualifying gross 
income bear* to its total gross income. Similarly, any non-qualified 
asset could be distributed, or such asset could be liquidated with 
the proceeds being distributed or invested in a qualified asset, 
within such period. A distribution of "distributable interest" could 
be made at any time within such ,>eriod, without regard to whether 
the TO percent gross receipts test had been met. A dividend paid 
within such period will be deemed to be a distribution out of the 
preceding year's earnings and profits and would constitute taxable 
income of'the individual and corporate shareholders for such 
preceding taxable year.

(2) Delayed deficiency distribution.—A. distribution of "dis 
tributable interest" or of non-qualified income or a non-qualified 
asset (or a distribution from the proceeds of such an asset) could 
be made at any time with respect to any year as to which the pe 
riod for assessment of additional taxes had not expired, provided 
that the existence of such income or asset and the failure to dis 
tribute it within the return filing period referred to in (1) was due 
to reasonable cause. Such reasonable cause may be established by a 
showing, for example, that the income or asset arose by inadvert 
ence or was of an unusual and non-recurring character.

A delayed deficiency distribution under ('!} above would be re 
quired to consist of 'the distributable interest or non-qualified 
income (or asset or proceeds therefrom) plus an annual interest 
charge to compensate for the deferral of tax on the income from 
the return filing date. ~- -

.YoM-iT.A'. fnrcfifmi ntfi.—A DISC may maintain investments in and 
receive income from certain non-I~.S. investments. These are:

(1) trade receivables of foreign purchasers. In the case of re 
lated foreign corporations, the receivables must be in connection 
with sales or leases in the ordinary course of business and on 
ordinary commercial terms.

( :2) a foreign real estate title holding corporation, holding title 
to foreign export facilities of the DISC.

(.'}) a foreign corporation controlled by the DISC and which has 
at least so percent of its gross receipts from the sale or lease of 
T".S. export property and from services ancillary and subsidiary 
to such sales or leases. For this purpose, packaging and minor as 
sembly will he permitted, provided that there is no "substantial 
transformation" of the exported goods and if the vulue added 
abroad docs not exceed :fO percent of the cost of the goods soUl. A 
qualifying "iibsidiary undor this section will nut IK-subject to Sub- 
part F, provided that it meets these requirements and.the other 
asset requirements of a DISC.4

(I) obligations or stock of an unrelated foreign corporation 
provided that the acquisition is in furtherance of an export sale

«Where 11 foreign subsidiary Is engaged In extensive assembly, manufacturing operations or the selling of products other than !ho«i« from I'.S. sources. It Is always possible for the 
U.S. parent of the DISC, where the DISC sells to such subsidiary, to own Mieh other sub- 
siillary through a separate Hue of ownership, without the necessIU of the DISC Investing Its funds In such subsidiary.
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or sales and provided that the stock ownership shall not exceed 
more than 10 percent of the total combined voting power of the 
foreign corporation. This exception is intended to be limited to 
investments that might be required in unrelated foreign distribu 
tors or to help finance a customer's purchase of export property. 

Liquidation or I)i«</int/ifl'rfifioH of D1FC.—Upon liquidation of a 
DISC or upon its disqualification {wluie the deficiency dividend pro 
cedures are not used), DISC1 status would terminate and the previ 
ously deferred earnings and 'profits of the DISC would be deemed to 
be distributed to the .shareholders and taxe'l in the following manner: 

Each shareholder would be deemed to receive his pro rat a, portion of 
such income in equal installments in the year in which such liquida 
tion or disqualification <x'curs and in each of the succeeding nine 
years: except that if the DISC has not been qualified as such for at 
least ten years, the period of distribution will be deemed to lie the 
number of years the DISC was in existence prior to the commence 
ment of the liquidation or the disqualification. The foreign tax credit 
would be available similar to its application under section 124s of 
the Code.

AWr of DIM' Stock.—Vpon the sale of stock in a DISC the gain 
realized will be taxed at ordinary income rates to the extent of the 
accumulated earnings and profits after the date of the DISC election. 
The foreign tax credit \\ould be available similiar to its application 
under section 124H of the Code.

/nt/c/H-inlriif K.rjHirt NW/r* Cuin/Hniieit. -Combination Export Man 
agers and other independent exporter.^ account for more than 1 billion 
in exports annualh. Underlie DISC proposal, companies exclusively 
engaged in export activities will be qualified for DISC status, with 
current deferral of their export profits. Such companies will be en 
titled to loan their accumulated income to V.S. producers. In addition, 
it is proposed that such export companies be entitled to earn fees for 
services rendered in managing export operations for other DISC's, 
where, for example, a manufacturer wishes to have his own DISC, 
but lacks the experience to manage an export operation.

Loniix In liumrtttir /'w/vrr/w.— A DISC will be permitted to loan 
its accumulated c.\|«.:-t income (but not borrowed funds) to any do- 
mestic corporation, \\hethc; or not related, meeting required export 
production tests. Such loans may be made as follows;

H) As of the close of each taxable year, a borrower's permis 
sible loans from DISC's for the next year would be determined 
b\ ascertaining tin- borrow erVimcstment in qualified assets-as of 
the close of the taxable year. The proportion of the borrower's 
assets that could be financed (designated as "export related 
assets") would be determined by multiplying the amount of assets 
des'umatcd in (2) below by the percentage which the export sales 
of the borrower for the taxable year and the immediately preced 
ing two veal's is of the total sale^ of the borrower for such period. 
However, the base period fur loans at the end of the first and sec 
ond taxable \ear.> after enactment of the proposal will be com 
puted on the basis of exports during such period. Thus, if the 
borrower's exports ivprcM-nted 20 percent of its sales and the total 
amount of the production and other assets enumerated in (2)
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below equaled $20 million, the authorized borrowing would be $4 
million.

It is contemplated that any unrelated borrower would provide a 
DISC lending to it with a certification that the borrower has not 
and will not exceed its authorized borrowing for the year. Such 
certification would ordinarily be conclusive in establishing, for 
purposes of the DISC, that its It /us are qualified export related 
assets.

(2) The assets taken into account as of the close of a taxable 
year to determine the base for DISC loans are:

(a) Existing plant, equipment, machinery and supporting 
production facilities (including those for storage, transporta 
tion and administration) valued at their adjusted basis after 
depreciation as of the close of the taxable year (reduced by 
outstanding DISC loans previously made with respect to such 
assets);

(/;) Investment in new plant, equipment and machinery 
and other new production and supporting facilities for the 
next year;

(e)* Inventory held on the last day of the taxable year 
(reduced by outstanding DISC loans previously made with 
respect to inventory): and

(d) Research and development expenditures (whether or 
not capitalized) incurred during the taxable year. 

It is not contemplated that there will be any tracing of loans to 
specific manufacturing facilities or equipment which will actually 
produce for exports.

(3) All loans would be interest bearing, permitting an interest 
deduction to the borrower. The section 182 safe haven rules will 
be applicable: presently the interest charge is a 4 percent mini 
mum and a G percent maximum, although the rate may be higher 
if an arm's length rate would be higher.

(4) The term of any loan need not be less than 10 years. Loans 
related to investment in research and development and inventory 
would be for 10 years. To the extent that loans correspond to invest 
ment in fixed assets, the term may be longer based on the weighted 
average useful life for depreciation purposes of such assets, with 
an outside limit for any asset (including land) of 30 years.

(5) Qualified loans remain qualified throughout their term re 
gardless of any changes in the ratio of export sales to total sales. 
They -will not be treated as constructive dividends.

(G) At maturity, any loan may be renewed or the principal 
loaned to another borrower, provided always that there is com 
pliance with the rules described above.

(7) It is presently anticipated that an election should be al 
lowed that either (i) eaHi corporation within a controlled group 
would be treated as a separate borrower for purposes of the loan 
limitations and that the appropriate assets and ratio are the assets 
of the particular corporate borrower and the ratio of such bor 
rowers export sales to its total sales, or (ii) the combined export 
production assets and sales of all affiliated companies within the 
controlled group would be used for this purpose.
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In determining the manufacturer's export sales base, reference "will 
be made only to sales of goods, comparing export sales of goods to 
total sales of goods. Income from services will be disregarded for tbis 
purpose.

Distributions from a DISC.—Distributions shall be deemed to be 
made in the following order and as income from the following sources:

(1) Distributions of "distribu tble interest" (deemed domestic 
source income of the shareholder):

(2) Deficiency distributions with respect to non-qualified income 
or assets (deemed domestic source income of the shareholder):

(3) Distribution of accumulated qualified income from the most 
recent taxable, year of the DISC (foreign source income of the 
shareholder);

(4-) Distributions from pre-DISC years, which shall retain their 
character as to source as under present law.

The portion of dividend distributions treated as foreign source 
income shall be entitled to foreign tax credits, subject to the appro 
priate overall or per-country limitation. Foreign taxes borne by the 
DISC or its first-tier foreign subsidiaries may bo credited by corpo 
rate shareholders of the DISC owning 10 percent or more of the 
DISC'S stock. The foreign source portion of any dividends shall be 
deemed to carry full foreign tax credits for foreign taxes attributable 
to the foreign source income so distributed: rules will be provided to 
avoid dilution by the mix of domestic and foreign source income in 
the DISC. In determining the foreign source income on a distribution 
from a DISC to a corporate shareholder, for a foreign tax credit pur 
poses, it is not intended that allocations of general and administrative 
expenses and overhead of the corporate shareholder will be made to 
reduce the foreign source income element in the DISC distribution.

The. destination test (rather than passage of title) will also be 
used in determining the source of export income of the DISC for 
foreign tax credit purposes.

Liquidation* and Reorganization**—Established corporations with 
foreign sales subsidiaries might encounter difficulty in restructuring 
their corporate organization to take advantage of a DISC 1 concept. 
II is desirable, therefore, to provide nontaxable treatment to these 
corporate entities to enable them to transfer their foreign sales ae- 
tivities to United States subsidiaries (DISC's). Therefore, section 
307 would be amended to provide that an advance ruling is not re 
quired where the assets of a foreign corporation are acquired by a 
DISC in a liquidation described in section &VJ or in a reorganization 
described in section 3fiS(si). Some restrictions regarding which assets 
of a foreign corporation would be eligible to receive this treatment 
may be necessary. Foreign subsidiaries that are now foreign export 
trade corporations under .section fltu should be able to retain the de 
ferred status for their present qualified accumulated export trade 
income in the event that thev are subsidiaries of or are liquidated 
into a DISC.

Ineligible Corporations.—The following corporations shall not br- 
eligible to make a DISC election:

(1) a corporation exempt from tax by reason of section 501:
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(2) a financial institution to which section 581 or section 593 
applies:

(3) a life insurance company as defined in section 801 (a);
(4) a regulated investment company as defined in section 

851(a);
(5) a real estate investment trust as defined in section 856;
(6) a corporation receiving tK special deduction provided in 

section 041 (a);
(7) an electing small business corporation (as defined in section 

1371(b)); or
(8) corporations referred to in section 15Q4(d).

Information, Returns.—\\\ corporations that have DISC status and 
all manufacturers with DISC loans must file annual information re 
turns indicating their export production and sale*, and amounts of 
income on which taxes have been deferred in the DISC.

Effective Date.—The DISC rules would become effective on July 1, 
1971.

MISCELLANEOUS HULKS

(1) Distributions from a DISC will not be entitled to the dividends- 
received deduction under section 246 (a).

(2) The accumulated earnings tax provisions of section 531 will not 
apply to a DISC.

(3) The personal holding company provisions of section r>4'2 \\ill not 
apply to a DISC.

(4) On liquidation or sale or exchange of stock in a DISC, the prin 
ciples of section 1'24H will he applied to result in a tax on the accumu 
lated earnings of the DISC, not previously subjected to I~.S. tax, as 
ordinary income subject to appropriate foreign tax credit.

(.">) It Is contemplated that a DISC may sell to another DISC. This 
would permit a capti\e DISC u> .-ell to an independent exporter for 
ultimate sale for use. consumption, or disposition outside the I'nited 
States.

(6) A DISC may not be included in a consolidated return.
(7) A "Western Hemisphere Trade Corporation may not own shares 

in a DISC.
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I am happy to appear before- this Committee to testify on trade 
legislation.

1 strongly support the Trade Act of 1009.
In doing so, I am conscious that I am acting in the tradition of all 

Secretaries of State since 1934, when Cordell Hull proposed that we 
lead the world in reducing barriers to international trade. The reason 
for this constancy is simple. An affirmative trade i>olicy is an indis 
pensable part of an effective foreign policy.

Wo learned from the bitter experience of the J9:>0's that protec 
tionism was self-defeating economically, and the breakdown of 
international trade was a large factor in'the breakdown of interna 
tional order during that unhappy period. Accordingly, in the post-war 
period we took the lead in developing trading rules that were inter 
nationally agreed and embodied in the General Agreement on Tariffs 
and Trade. In a series of trade negotiations culminating in the Ken 
nedy round, all the major trading nations reduced their barriers to 
international commerce. The result has been an unprecedented expan 
sion in world trade and the longest period of sustained and rapid 
income growth in history.

The trade |x>licy we liave been pursuing raises our real income. It 
enables us to procure abroad goods that others can produce more eco 
nomically than we. We aiv a rich country but our resources are limited 
and the competing claims on them—the claims of the cities, of the dis- 
advantaged, of the em ironment, of defense, and our external responsi 
bilities—can be satisfied only by increasing our income. We rannot 
afford to forego the addition to our national income that conies from an 
expanding international trade.

The policy we have been pursuing widens the opportunities for our 
exports. When technologies were simpler, linns could produce profit 
ably for sale only for the home market. With the burst of new tech 
nologies in the post-war world, more and more firms—even 5n our 
continental economy—look to the world market, to exjwrts, to support 
the costs of innovation and the optimum scale of output. We cannot 
ret resit from a lilwral trade |»oHey without sacrificing the opportunities 
for our high productivity, high wage exports.

I recognize that our trade surplus lias declined in recent years. Rap 
idly increasing imports in response to inflationary pressures have been 
a major factor in this decline. As we bring our inflation under control, 
wo will reduce this artificial stimulus to pur imports and drag on our 
exports. But if we arc to regain and maintain a trade surplus of the 
magnitude we need, we must also get trade barriers down. It 5s clear 
that restricting imports is not the answer, for that would lead to off 
setting curbs on our own exports. With world trade spiralling down, all
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the numbers would be less, including our trade surplus—if indeed we 
could achieve a trade surplus at all in a contracting world trade 
environment.

In short, a liberal trade policy serves our national economic inter 
ests. It also serves the interests of other trading nations. It has been a 
major factor in the growth of a healthy world economy. To abandon it 
now would be shortsighted and foolish.

Because of the size of the United States in world affairs—we ac 
count for 40 percent of the world's gross product—any mo\ement by 
the United States away from its historic trade policy would have ad 
verse consequences around the glolx?. The United States i.> the largest 
sin«rlo trading nation. We must act responsibly. A turn toward re- 
strictionism would be fundamentally disruptive of the kind of world 
we have been trying to build since the end of the Second World "\Var.

This does not mean that we should sacrifice our economic interests 
to the requirements of foreign polic\. We must insure that others too 
follow an open policy, permitting us to export as freely to them as they 
to us. The dismantling of trade barriers has been and must continue 
to be a reciprocal effort, from which everyone can gain.

We need an expanding open trading system not only because it will 
contribute to national and international prosperity—which it will— 
but also because it will help to make a more open and more cooperathe 
world in which we can have greater hope* for peace. Keeping the peace 
rests on cooperative relations among nation.-. And cooperative rela 
tions have an economic dimension.

Our trade policy has encouraged the habit of consultation among 
sovereign nations, the peaceful resolution of conflicting interests, and 
the rule of law.

An af!'., *iiathc trade policy promote* the economic well being of our 
own people: it also best serves our abiding interest in a peaceful world.

ir

The proposed Trade Act of 19f>0 is important for the furtherance of 
our trade policy and foreign policy objectives. It is not intended to lx> 
a landmark. It is nevertheless a necessary forward step.

The Act gives the President authority to negotiate minor tariff 
reductions. This is the first time sincu 1034 that a President has entered 
office with no latitude to negotiate reduction:* in tariffs. Without such 
authority, the President cannot offer a tariff reduction on one product 
in compensation for an increase in the tariff on another. Such tariff 
increases might occur, for example, if an escape clause action resulted 
in increased tariff rates for a product.

The Trade Act will help maintain the movement toward freer trade 
by providing the basis for reduction of non-tariff barriers to trade. The 
kev to progress on this issue is elimination of the American Seljing 
Price system of customs valuation. Action on this proopsal -will imple 
ment agreements, negotiated during the Kennedy Bound, that will pro 
vide additional benefit* to our chemical industry as well as to the auto 
mobile and other industries. But even more importantly, it will be a 
signal to the world, and particularly to the Europeans who have taken 
a keen interest in elimination of ASP, that the United States is will-
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ing—and ready—to negotiate on other non-tariff barriers. The repeal 
of ASP is essential if we are to get on -with the business of reducing 
non-tariff barriers that hurt- our exports. .

The Trade Act -will also be of aid in moving to freer trade, by pro 
viding better cushions for the shocks that growing trade can cause. It 
will do this by clearing away some of the legal obstacles that have lim 
ited the effectiveness of the adjustment assistance and escape clause 
relief provisions of the Trade Expansion Act. If we are to resist pres 
sures for import restrictions that would hurt us all, we need effective 
administrative remedies to help those-who are hurt.

Finally, the Trade Act will be a sign to the world that the United 
States will continue to exercise leadership in this important area, that 
we are not abandoning the policy that has served us and the world so 
well.

ni
I turn now to H.R. 16920, a bill that would place quotas on imports 

of textiles and leather footwear.
As Ambassador Gilbert and Secretary Stans have informed the Com 

mittee, we believe the Congress should defer action on the bill. ~\Ve seek 
deferral not because we are insensitive to the very real difficulties fac 
ing the textile and shoe industries. On the contrary, we are fully aware 
of their problems and anxious that suitable action be taken to help 
them. AVe .seek deferral because ue believe that alternative means now 
being acti\ely pursued in the Executive Branch will provide the neces 
sary help and relief without the need for legislation that might bring 
harm to other parts of our national economy. Specifically, we are hope 
ful that negotiations with major suppliers of textiles'will lead to a 
.satisfactory voluntary solution of the textile problem. And the Admin 
istration will shortly announce a program*of measures to help the 
footwear industry overcome its difficulties.

IV

I would like now to refer to the Administration's proposal to extend 
the International Coffee Agreement Act of 19(58, from its present 
expiry date of September 30,1970 until September 30,1973, in order 
to allow the United States to fulfill its international obligations under 
this Agreement.

I strongly urge the Congress to pass this measure. Coffee is of 
overwhelming importance to the economies of many poor countries, 
particularly in Latin America and Africa. Prior to the Agreement, 
gieen coffee prices, fluctuated sharply. Violent fluctuations in volume 
and price disrupt the economies of the developing countries. Boom 
and bust hi commodity markets—economies buoyant one year, de 
pressed the next—has its own political fall-out. It heightens unrest, 
exacerbates tensions, and unseats governments.

The Coffee Agreement has introduced some stability into this mar 
ket and supplies ha\ e been adequate at prices fair to producers and 
reasonable to consumers. The United States takes almost half the 
world's coffee exports. A termination in our .aembership would de 
stroy the Agreement and have \ery serious effects on the economies 
of the 41 producing countries.
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Let. me turn nosv to a subject which is not yet on your Committee's 
agenda. That is the question of special tariff preferences for the poor 
countries.

Expanding trade is vital to the developing countries. Even under 
the. most, optimistic assumptions as to what may be possible to improve 
and stabilize earnings from commodity trade, it is clear that the poor 
countries must diversify their economies and increase their exports of 
processed and manufactured goods, as they are beginning to do in 
varying degrees. But their fabricated goods face a formidable array 
of tariff and quota barriers in the markets of the advanced countries.

It makes neither economic nor political sense to help the poor coun 
tries modernize their economies and then refuse to buy their wares. 
As the President made clear late last year in his speech on Latin 
American policy, we will seek adoption of a liberal system of tariff 
preferences for the manufactured exports of all the developing coun 
tries—excepting only certain sensitive products—as part of a general 
arrangement in which all advanced countries would open their mar 
kets to all the poor countries without seeking reciprocal benefits for 
themselves. We are currently consulting with these countries—both 
the advanced and the developing countries—in an effort to work out 
a general understanding. We have, of course, made clear that our 
participation in any such arrangement will require approval by the 
Congress. I anf icipate that, we will be consulting with the Congress 
and specifically with this Committee on this subject at a later date 
with a view to submitting legislation in early 1971.

VI

Finally, I am aware of the misgivings and concerns about trade pol 
icy that are held by important business and labor interests. The 
international economic em iron .-nt is changing. Business is interna 
tionalizing, with corporations establishing producing and marketing 
subsidiaries in all parts of the world. Competition is more intense as 
other industrial countries have forged ahead and become strong, vig 
orous and aggressne economic powers. The European Community, 
already the. largest .single- trading entity, will in due course embrace 
most of Wfhtern Europe, and will present new problems and issues for 
our foreign economic policy.

It is time to hau> a careful and detailed look nt the implications for 
our national interest of these new de\ eloj/ment.s and trends in the world 
of trade, investment and larger regional groupings. The President is 
appointing ,i Commission on International Trade and Investment Pol 
icy to examine the entire range of trade and investment issues, to aim 
lyze the. problems we are likely to face in the 70's, and to prepare 
appropriate recommendations for policy and legislation.

I cannot anticipate the findings of the Commission. I can, however, 
express my personal com iction, grounded in my experience iu>a citizen 
and as Secretary of State, that in the broad choice between the retreat 
to protection and the ad\ance to a more open world economy, the Com 
mission must, inevitably choose the latter, as 18 Congresses and 6 Presi 
dents have done since 1934.
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Mr. Chairman. I welcome this opport unity to appear before this com 

mittee in support of the proposed Trade 'Act of 1000, introduced as 
H.R. 14R70. Though I intend to concentrate in my statement on the 
adjustment assistance features of the legislation. I*would like to offer 
some general comments to place them in perspective.

During the past five \ears, our total volume of international trade 
rose from $4S billion to $73 billion and our merchandise trade balance 
dropped from $."> billion to slightly more than $1 billion in IP'oO. The 
factors influencing these changes include the growing economic 
strength and technological progress of our major trading partners, 
developments in international monetary and fiscal policies, intensifica 
tion of worldwide trade competition, increased personal income, and 
heightened domestic demand stimulated by inflationary pressures 
which in themselves tend to build up imports while checking the 
expansion of exports.

Trade policy is, of course, only one tool in the arsenal of measures 
that seek to promote the national economic and social well being. Fun 
damentally, the control of inflation and our continued real economic 
growth lie'.- in the field of ba.sie fiscal and monetary policy. Economic 
growth itself is a process of dynamic change and involves the adjust 
ment of individuals to that change. We require policies and programs 
to anticipate these problems of adjustment steps to prevent disloca 
tion when it can be foreseen, and to provide remedies where advance 
actions are impossible. In particular, we must be concerned about the 
indiudual problem* which arise as a consequence of actions which 
result in gains for the entire community. In short, within the frame 
work of the legislation before thi.s Committee, adjustment policy and 
trade policy go hand in hand.

The proposed Trade Act, and its provisions for liberalized adjust 
ment assistance and escape clause relief programs, should help make 
trade. polio\ a \aluable component in the array of measures aimed at 
non-inflationar\ economic growth. A key purpose of such growth is 
providing a rising standard of li\ ing for our people. Employment and 
the standard of living in this country will, T believe, be maximized by 
a trade policy \\hich brings about etl'ecthe price competition, enlarged 
markets for our goods, a greater choice of products for our citizens, 
and simultaneousU pro\ ides adequate safeguards mul assistance for 
workers who may be affected by shifting patterns of international 
trade.

We recognize that when imports increase rapidly—either because 
of an expansion of the economy, or developments abroad, or a reduc 
tion in trade barriers.—certain economic changes or dislocations will 
oivur. Where imports contribute to the displacement of workers over 
short bfrioils of time, our trade and manpower programs should pro 
vide the means for appropriate correctives. One of the central tasks of
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manpower policy is to cushion the shocks of both temporary and struc 
tural displacement by providing adequate methods for adjustment. It 
is in that sense that adjustment policy and trade policy must go hand 
in hand.

We recognize that some imports may cause dislocation. As the 
President stated in his message on this bill:

Freer trade brings benefits to tlie entire community, but it can also cause hard 
ship for parts of the community. The price of a trade policy from which we nil re 
ceive benefits must not fall unfairly on tlu? few—whether on particular indus 
tries, on individual firm* or on gnmi>s of workers. As we have long recognized, 
there should be prompt and effective means of helping those faced with adversity 
because of increased imports.

That is why we urge liberalizing the adjustment assistance criteria 
to deal more effectivelv with employment displacement resulting from 
import competition. That is why, in speaking to the National Foreign 
Trade Council last November, I called upon the private sector to par 
ticipate actively in the adjustment process.

The Congress recognized the problem by including adjustment as 
sistance provisions in the Trade Expansion Act of 1902, to help firms 
and workers adversely affected by the increased competition from im 
ports. This law was the first American effort of this kind in the area of 
foreign trade.

Assistance available to workers now includes monetary payments to 
tide them over between jobs: training to help prepare for alternative 
employment: job counseling and referral; and if necessary and \\here 
the workers are willing, relocation to places where jobs are a\ailable.

P'or a firm or its workers to be eligible to apply for adjustment as 
sistance under the 1002 Act, the Tariff Commission must determine 
that increased competitive imports are the result in major part of 
trade agreement concessions. The Commission must further determine 
that these increased imports hau> been the major factor in causing or 
threatening serious injury to the firm or unemployment or underem 
ployment of the workers/

These provisions have not worked as we believe the Congress in 
tended and as was expected by U.S. \\orkers and firms. Experience has 
shown that the criteria ha\e been too stringent. The\ ha\e not \\orked 
adequately. We belie\e that the modifications of both the criteria and 
procedures proposed in H.R. 14870 will produce a program which is 
both realistic and equitable.

We propose elimination of the requirenu«,t that tariff concessions 
must be shown to be the cause of increased imports. The increase in 
imports should not ha\e to be related to a tariff concession. We also 
propose that adjustment assislance for firms and workers should be 
axailable whene\er increased imports ha\e been a substantial cause of 
serious injury to a firm or uncmplounent or underemployment of the 
workers.

The important consideration is that some Americans have been 
harmed by a situation that benefits the nation as a whole and we can 
not expect the few to bear the entire cost. Since the first Trade Agree 
ments Act was passed in 1934, the United States has continuously fol 
lowed a basic policy designed to enlarge world trade and U.S. exports 
together by mutual reciprocal reductions in tariffs and other trade
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restrictions. Under this policy, duties have been reduced one or more 
times on almost everything we import. The relationship between 
increased imports and the multiplicity of duty reductions and other 
factors affecting trade patterns makes it exceedingly difficult to demon 
strate, clearly that tariff concessions have been the most important 
factor causing the increased imports. As the new bill recognizes, the 
ky?y issue, is whether increased imports j-:e causing dislocation of work 
ers, not the reasons for such increase.

To maximize the opportunity for firms and groups of workers to 
obtain adjustment assistance and at the same time maintain a link to 
an increase of imports as a cause of serious injury, the Administration 
considers that the showing that such imports have been a "substantial 
cause" of injury is appropriate and desirable. The test that increased 
imports be a "substantial cause" of injury would mean that they be an 
actual and considerable cause, not necessarily greater than that of all 
other causes, or greater than anv other single cause. This ife not as strict 
as the existing criterion of "major factor." Also it eliminates the neces 
sity to determine the relative order of importance of the separate 
causes at work.

It is the intention of the Administration that adjustment assistance 
bo extended to firms and groups of workers when appropriate. In con 
trast to tariff adjustment relief for entire industries, such decisions do 
not lm\e nationwide or international impact. Adjustment assistance is 
concerned with the problems of individual towns, cities, communities, 
plants and groups of workers. They do not directly affect international 
trade relations or trade patterns.

Finally, we propose that determinations of eligibility for firms and 
workers to apply for adjustment assistance be made by the President 
instead of the Tariff Commission. However, the Tariff Commission 
would continue to gather and rc\x>rt on the required factual informa 
tion. The same procedure has been used successfully in carrying out 
the adjustment assistance provision* of the Automotive Products 
Trade Act of 1005.

fnder the Act, the President delegated the responsibility for mak 
ing determinations as to eligibility to apply for adjustment assistance 
to an inter-agenc\ board. ~\Ve assume that a somewhat similiar proce 
dure would be adopted under this legislation.

Our purpose is to make a clear distinction between escape-clause 
and adjustment assistance findings. Industry-wide escape clause find 
ings impinge directly upon our international trade relationships. It 
is therefore appropriate for such findings to continue to be made by 
the Tariff Commission, and be subject to Presidential re\5ew taking 
into account the entire international picture.

The Administration's bill would not change the conditions that in- 
diuduul \\orkers must meet to recehe assistance. For example, work- 
el's who are members of the group certified as eligible to apply for 
adjustment assistance, uould still be required to meet State standards 
regarding a\ailabilit\ for work: to have been gainfully employed for 
at least half the preceding three years; and to have worked for an 
adversely affected firm for half the-previous year.

The proposed changes in the criteria and procedures contained in 
II.R. 14870 are all in keeping with the objectives of the adjustment
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assistance program. They will insure speedy and effective relief to 
individual workers and their employers. That such changes will work 
can be seen in the results of the Automotive Products Trade Act of 
1965. There the criteria and procedure* were designed to reflect the 
particular nature of the I".8.-Oanadian Automotive Products Agree 
ment, and the industry imolved. I'nder the terms of that Act, between 
19(5.") and 1908, certifications were is ted in 14 of 21 cases, covering ap 
proximately '2,">00 workers. Seventy-five percent of the certified work 
ers applied for and lo.ceived benefits. The average benefit period for 
these workers was '20 weeks. The total cost over three years was about 
$4 million. The special provisions for filing adjustment assistant 
petitions under that Act expired June 30,1908.

It- is difficult to estimate the case load that would develop under 
the standards proposed in the Trade. Act of 1909. The pattern of in 
crease in imports and the impact of these imports on individual firms 
and workers is influenced by many factors including the general level 
of economic activity. Our best estimate is that about 13,000-20,000 
workers will apply for adjustment assistance in the first year of opera 
tion under the proposed new criteria.

Ourrentlv in the Department of Labor we are starting several pro 
grams to improve our ability to assist adversely affected workers 
quickly and efficiently. An ''early warning" system to pinpoint prob 
lems and adjustment is being developed so that \\e can alert officials at 
both the local and national levels alxwt industries from which appli 
cations for relief are likely to come. The more we can anticipate prob 
lems the better \\e can mobilize the manpower sen ices necessary to 
insure the speedy re-employment of displaced workers. Early notice 
\\511 also hell) involve the private sector more deeply in the adjustment 
process. T belie\ e strongly that private enterprises can do much b> pro- 
viding talent and energy to the task of sol\ ing, or preventing, disloca 
tion problems. Those firms \\ ith important stakes in foreign trade have 
special concern to help improve the adjustment process. The problem 
of adjustment calls for concentrated joint efforts to effect the quick and 
permanent re-emplovment of displaced workers.

"We plan to supplement the early warning system by the use of 
adjustment teams. These teams would include representatives of the 
state employment service, of the workers' last employer, and of the 
workers. As soon as we become aware of au import-generated layoff at 
a plant, we would send an adjustment team into action with the object, 
among others, of invohing private enterprise and the community in 
assisting in the readjustment of the workers. It would employ all 
resources and techniques on behalf of the workers. These would range 
from ad\ance registration, job banks, and individual re-employment 
plans, to specially designed training and assistance programs.

The Administration bill would amend the Trade Expansion Act to 
provide that sums appropriated for adjustment assistance for workers 
may be used to pav the cost of training prtn ided to adversely affected 
workers to the extent that training resources provided under any Fed 
eral law would not otherwise be available. I would also propose, in 
furtherance of the programs to assist adversely affected workers, that 
the Act be amended to provide for various supportive assistance and 
services to such workers as would facilitate their prompt return to



59

suitable gainful employment. These services would include minor reme 
dial medical or dental assistance, job coaching, educational services, 
and other services to aid (he individual workers. The services would 
be provided in the same manner as these services are provided under 
other manpower programs.

We will be submitting to the Committee and its staff language cov 
ering our proposal.

We recognize, that in some situations a community may be almost 
completely dependent upon a single plant for its economic existence. 
If the adjustment assistance programs for firms and workers are in 
adequate to keep the community healthy, this Administration will 
undertake coordinated efforts to help it. All Departments and Agen 
cies will cooperate to supply the expertise and the resources that will 
enable the community to undertake requisite development activities.

EMPLOYMENT AND TRADE

We must be responsive, through adjustment assistance and related 
techniques, to problems which may arise from time to time as a con 
sequence of U.S. trade policy. However, as best we can judge, F.S. 
foreign trade means more, not fewer, jobs and job opportunities for 
Americans.

The measurement of the relationship between employment and 
trade is very difficult. In a dynamic and swiftly moving competitive 
economy such as ours, there are inevitably numerous factors other 
than, or in addition to, trade \\hich influence employment in an} given 
industry or the availability of job opportunities. For example, mo'.e- 
ments in productivity which reflect changes in technology, capacity 
utilization, :md the allocation of resources all aA'ect the employment 
pictuio- as does the general state of the economy and the thrust of 
domestic and international competition.

U.S. merchandise exports and imports each represent in \alue, less 
than 4 percent of our gross national product, and as such arc impor 
tant but not. dominant influences on the economy. It is worth noting 
that in 1908 and 10(50, when imports reached new high levels, total 
employment also reached new highs and unemployment new lows.

Bearing these, factors in mind, the Department of Labor has tried 
to develop data, \\hich at a specific point in time, might gi\e us some 
order of magnitude of the relationship between trade and employ 
ment—assuming of course that other relevant factors remain un 
changed.

On the export side the Bureau of Labor Statistics has estimated 
that 2.7 million jobs were iinohed in producing ihe goods which were 
actually shipped out of the country in I960. This estimate includes the 
direct, employment necessary to produce the exported goods, and also 
the indirect labor necessary for all supplies, material and services 
incorporated in the exported item. Tae labor involved in the trans 
portation and handling of the exported item is also included. Almost 
4 percent of the total number of jobs in the private sector is repre 
sented by these, export-related jobs.

In addition, there are a number of foreign trade related jobs in 
volved in the handling and processing of imported goods. This would
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include activities of longshoremen, customs brokers, coffee processors, 
etc.

It is harder to present a realistic picture of jobs related to, or af 
fected by, imports than for exports. There, are, for example some 
imports which \ve do not produce domestically (coffee, chrpmite, co 
coa, tea, bananas), and others for which domestic production is not 
sufficient to meet our domestic neuls (bauxite, asbestos, sugar). Im 
ports of such goods supplement rather than displace domestic supplies 
and do not raise issues of possible job displacement.

The. largest part of our imports represents goods which are also 
produced in the F.S. In 1969, if we had attempted to produce domes 
tically good? equivalent in value to such imports, the Bureau of Labor 
Statistics has estimated that we- would have needed 2.5 million addi 
tional workers, and the facilities and equipment for these workers to 
use. It is reasonable to assume that in 1909, unless there had been a con 
certed effort, to transfer resources to this end, we would not have found 
that number of people with the requisite skills nor the necessary facil 
ities to produce those goods. Rather, the attempt to replace a substan 
tial amount of such imports by domestic production would have placed 
additional strains on the economy and heightened even further the 
inflationary pressures. I should add, of course, that if we were to 
attempt to'replace thene imports with domestic production, retaliation 
by our trading partners would follow, and some considerable part of 
our '2.1 million export jobs would be lost.

I do not want to suggest bv this analysis that there are not particular 
cases and particular industries in which the volume and composition of 
imports do in fact create problems of job displacement for workers and 
difficulties for producers. Instead my point is that the mechanisms of 
the escape clause and adjustment assistance, as proposed in this bill 
can, in the main, deal with such problems as do arise from time to time.

Mv colleagues are dealing extensively with the other provisions of 
ITJR. 14870.1 would like to express my view that the bill, as a whole, is 
u forward looking response to the economic realities of the world of 
the- 70\s. The President, in his message has stressed that world economic 
interdependence has become a fact along with heightened world-wide 
competition.

The bill is framed in recognition of these facts. It provides modest 
tariff' reduction authority for the President to permit this country to 
continue to make minor adjustments which are required from time to 
time in our trading relations with other countries. Since the GATT is 
the main forum through which these relationships are conducted, the 
letrWation provides .authorization for our necessary financial support 
for that organization.

The bill would repeal the American Selling Price Svstem earning 
out agreements developed in the Kennedy Round which will operate 
to the advantage of the American chemical industn and its workers 
and remote one of the major obstacles to a concentrated attack on the 
nontariff Iwirriers of .^.ther countries.

The bill recognizes the- importance of non-tariff harriers of other 
countries as impediments to our trade and provides authority for the 
President to respond appropriately when other countries'place or 
maintain unjustifiable restrictions' against F.S. products whether
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industrial or agricultural. Finally, as I have noted, the legislation 
would liberalize in a sound and reasonable way the access of industries 
to the escape-clause procedures, long a necessary and desirable safe 
guard in U.S. basic trade legislation. The changes proposed for the 
escape-clause complement the changes in adjustment assistance pro 
cedures which I have discussed at some length.

In my view, the Trade Act of 19'".j represents a consistent continua 
tion of the Nation's reciprocal trade agreement program. This kind of 
trade policy holds the best promise for expanding employment oppor 
tunities in the wide range of industries involved in international trade.

PAGE * BLANK



STATEMENT OF Hox. CLIFFORD M. HARDIN. 
SECRETARY OF AGRICULTURE

Mr. Chairman and members of the committee, I greatly appreciate 
this opportunity to testify in support of the proposed Trade Act of 
1969.

Others who have appeared here earlier in the week have discussed in 
some detail the provisions of this bill, so I won't go over that ground 
again. But I will say that enactment of this legislation will continue the 
overall drive toward freer trade. I am sure that American agriculture, 
which has seen the rapid spread of protectionism in recent years, favors 
any measure which, like this bill, emphasizes a liberal rather than a 
protectionist approach to trade.

Every sector of our economy has a stake in liberalized agricultural 
trade.

Farmers benefit, of course, from export marketings. For example, in 
fiscal year 1969 the export market provided an outlet for almost three- 
fifths of U.S. production of rice; two fifths of the soybeans—including 
oil equivalent; nearly two-fifths of the tobacco: and over a third of the 
wheat.

Businessmen are helped. Agricultural exports mean profits for many 
export-related enterprises, such as inland transportation, storage, 
financing, insuring, ocean shipping, and the like.

American 'workers gain. A study by the Department of Labor reveals 
that in a recent year agricultural exports supported about 730,000 U.S. 
jobs.

There is another point. For manv years agriculture has been a prime 
dollar earner in overseas markets. The gross earning in recent vears has 
been well over $5.0 billion annually. This, of course, has heiped out 
balance of payments.

U.S. agricultural exports set a new high record of $6.8 billion ill Tis- 
cal year 1907. At that time it looked as though this trade would continue 
to expand—to $8 billion, $10 billion and beyond. Everything seemed to 
lie in our favor. World population was increasing. Economic growth 
and related per capita purchasing power was on the upgrade. Most 
importantly, our efficient agriculture enables us to export many major 
farm products at prices competitive with those of other countries.

But the bright promise has not materialized. In fiscal year 1968 our 
agricultural exports dropped of! to $0.3 billion. In fiscal 1969 they slid 
down to $5.7 billion. In this current 1970 fiscal year we are looking for 
a total of well over $6.0 billion—an encouraging recovery, to be sure- 
bat still far below what the rest of the world could and should take 
from us.

What happened?
Basically, there has been a general increase in agricultural produc 

tion outside the United States. With some of this increase we can have 
no quarrel. For example, in the developing countries of the Far East.

(63)
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new varieties of wheat and rice, plus other technological advances, 
have combined to push production levels upward. Technology has 
moved ahead almost everywhere as agricultural know how has become 
diffused throughout the world. And in recent years the weather has 
been generally favorable.

But we do quarrel about the increase in agricultural output that has 
come about because of unreasonab',* trade barriers set up to protect 
excessively high guaranteed prices. Trade carried on naturally and 
without artificial devices or constraints benefits both parties. Barriers 
to protect high guaranteed prices of farm products are not only a con 
straint in themselves but they also cause distortions in production. 
With systems of protected guaranteed prices, governments make it 
profitable for farmers to use the fertilizer, machinery, improved seeds, 
improved breeds, and all the other inputs which, in the aggregate, 
tend to expand output. Therefore, over-protection brings about the 
substitution of high-cost, domestically produced farm commodities for 
efficiently produced low-cost imported farm products. Both importing 
and exporting countries lose in the long run.

Let me note here that the United States also protects its farmers. 
For example, under Section 22 (of the Agricultural Adjustment Act 
of 1933) farm programs on several commodities, including dairy prod 
ucts, are protected from material interference from imports. In recent 
vears we have had to tighten restrictions on dairy products. "We also 
have had to limit imports of meat under other legislation. These restric 
tions on imports of dairy products and meat stem from chaotic condi 
tions in world markets. High guaranteed dairy prices overseas have 
stimulated surpluses which foreign countries—notably the European 
Community—are attempting to push into other countries, including 
the United States, through use of heavy subsidies. As for meat, the 
restrictions of the Community and systems of other countries have 
tended to divert supplies of the meat exporting countries toward the 
United States. However, the United States, with these few exceptions, 
protects its farmers with duties averaging a moderate 10 percent—the 
lowest for any major agricultural country in the world.

Overly protectionist systems are hurting our exports in se\ eral ways. 
First, high prices in the protecting countries mean a generally reduced 
demand for the protected products. Second, the trade barriers, such as 
the variable import levies used by the European Community, efl'ec- 
tively keep our farm products from competing in the protecting coun 
tries. Third, the stimulated produttic.. often piles up as commodity 
surpluses, which the protecting countries try to dispose of abroad by 
subsidizing exports into our traditional overseas markets.

Let me cite two examples of the way high guaranteed prices distort 
trade patterns:

In the past 3 years the high-price system of the European Com 
munity has contributed to a production increase in coarse grains 
amounting to 5.7 million metric tons. This is high-cost output that 
has increased expenses of farmers and has raised consumer price.-> of 
meat, poultry, eggs, and other livestock production. Also, this high 
cost production has meant a decrease in ini[K)rth of efficiently produced 
feed grains on the order of 3.4 nrllion tons. I might arfd that the 
United States has borne the brunt of this decrease.
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Also, the European Community, which has increased its wheat pro 
duction by about 4 million metric tons in the past 3 years, lias shown 
no disposition to reduce acreage or to lower its grain prices in the light 
of the world's current wheat surpluses. This policy is in marked con 
trast to actions of the other major wheat-producing countries. The 
I'nited States recently proclaimed a 1071 national wheat allotment of 
42.f> million acres—a'record low and ihe fourth successive cut in V.S. 
wheat acreage. Canada has put into effect a program that could 
virtually take that country out of wheat production this year. Aus 
tralia lias initiated a delivery quota system aimed, by limiting farmers* 
deliveries of wheat, at discouraging production. Argentina is keeping 
its wheat harvests in check by restraining prices farmers can get for 
their grain. The failure of the Community to curb its grain surpluses 
is canceling out in some degree the adjustment efForts of other pro 
ducing countries.

We also have hud difficulties in other directions.
The I'nited Kingdom, a major feed grain market, has been growing 

more of its own grain, which it has been protecting under a system of 
variable import levies. For one thing, the I'nited Kingdom has had a 
balance of payment problem, which lias made increased self-sufficiency 
at least temporarily desirable. But the country also is attempting to 
bring its agricultural production and trade policies somewhat in line 
with those of the European Community, which it hopes to join.

F.S. exporters are contending >vith'subsidized Danish poultry in 
such markets us Switzerland, Greece, the Middle East, Singapore, and 
Hong Kong. And Japan still imposes a number of qualitative re 
strictions on agricultural products. Many of these, such as grapefruit, 
canned pineapple, ham, and bacon, ait1 items which, by nnd large, do 
not compete with Japan's domestic production.

I have talked about problems. But I don't want to leave the impres 
sion that the future of U.S. agricultural trade is completely dark. It 
isn't, of course. While problems ait? uppermost in most of our minds— 
and properly so, I think—I should point out for the sake of perspec 
tive that the trade picture also has some bright spots.

Soybean exports make up one of the brightest spots in that picture. 
This is a product the world wants and needs as a source of protein 
food for livestock and as a source of vegetable oil for human food. We 
are the world's most efficient soybean producer. Furthermore, we have 
duty-free access, not only to the European Community, but also to 
several other major importers, including Canada, Denmark, Norway 
and Israel. We have good access to Japan, the I'nited Kingdom, and 
other markets. These factors have all come together this season. Ex 
ports in this current season have been, almost phenomenal. Shipments 
of soybeans as beans will total about 400 million bushels—a new record 
by a wide margin and the largest percentage gain in exports since pro 
duction of this crop l*egan in the I'nited States. We will ship record 
quantities of soybean meal, and soybean oil shipments are holding 
up well. Altogether, exports of soybeans and products will have a 
record value of over $1.4 billion.

World demand for feed grains also is increasing. Economic growth 
and increased purchasing power around the world are creating an 
expanded demand for meat, especially beef, and for other livestock
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products. The need for bigger herds and flocks is generating expanded 
requirements for feed grain, much of which must be imported. The 
United States, us the most efficient producer of coarse grains, should 
share substantially in foreign market growth.

There is a basic* market for F.S. wheat. Our hard wheat, in particu 
lar, is popular abroad as a source of the high-gluten flour needed for 
bread-making. Our durum wheat ;. so is in demand for spaghetti, 
macaroni, and other pasta products.

We see growing markets abroad for other commodities, such as 
citrus fruits and juices, almonds, hides and skins, tallow, and many 
processed foods. We see expanded exports of high-quality beef and 
poultry specialities in countries -where tourism is important.

Wr are watching t'he economic situation as it develops around the 
world.

Japan is currently the top ''country" market prospect forl'.S. agri 
cultural commodities. We are alr«. dy exporting close to $1.0 billion 
worth of farm products annually to this remarkable island nation 
whose gross national product is increasing at a fantastic rate of over 
12 percent a year. And we will export more >n the years that lie ahead. 
Japan continues to become more an industrial nation and less an agri 
cultural producer. "We have similar opportunities in Taiwan, South 
Korea, Hong Kong, and Singapore, which are also industrializing. 
We have opportunities in the oil-rich Middle East and in Libya. We 
have opportunities in the Caribbean area, where tourism is on the 
upgrade.

We are doing the best we can under present conditions. But in order 
to realize the full potential of these markets, we need to work in a 
liberal, market-oriented climate. The Department of Agriculture has 
greatlv expanded its export market* development activities in order 
to capitalize to the maximum on the potentials that exist. Producer 
and trade associations representing every major export commodity 
are now partners with the Department in this drive. Private firms here 
and abroad are teaming up through these associations to j'oin with us 
in a sophisticated program of merchandising and promotion through 
the markets of the free world. The results for many commodities are 
encouraging despite the protectionist problems that we constantly 
encounter.

If a market-oriented trade climate is to be created in the trading 
world, TT.S. agriculture will need all the legislative help it can get 
from the Congress. We. need to move forward from the Kennedy 
Round of negotiations. While that round resulted in some trade lib"- 
enilSzing agricultural concessions with a number of countries, it did 
not deal effectively with agriculture's major trade problems.

The Department of Argiculture welcomes new initiatives.
Tn this connection the Department is heartened by knowledge that 

the President's Commission on International Trade and Investment 
will he studying agricultural as well as industrial trade problems, 
and will IK recommending policies. The Department, you may be sure, 
will give the Commission its whole-hearted support.

But the Department does not expect others to carry all the load. 
Department officials have been accelerating and deepening the process 
of international consultation in agriculture. Just last week I took part,
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at Ottawa, Canada, in an international consultation on adjustment of 
\vheat production. I have participated in other agricultural trade con 
ferences on this continent, in Europe, and in Asia.

We. must press forward toward liberal trade in this world.
I am sure you recall, as I do, the very serious farm problems that 

developed in'the late lfl-20's. At that time there were no programs to 
cape with falling prices, surpluses, drought, and all the other ills that 
were plaguing the ngricultural sector. Programs had to be devised— 
and some mistakes wen? made. For example, one of the responses to 
falling agricultural prices was the passage of extremely restrictive 
trade legislation—the Tariff Act of 20Hov This brought retaliation 
from foreign countries, of course. As a result, in 1931-44 our agricul 
tural exports dropped to an average of about $SOO million, as compared 
with shipments worth $1.8 billion in the preceding 4- vears. I wouldn't 
want to see such a thing happen again. We have problems now, but we 
will have even more problems if we push for restrictions in the agri 
cultural trade field instead of continuing our drive for liberalization.

Farmers are still on the lowest side of the income scale. An expan 
sion of exports would enable them to obtain an increased part of their 
income from foreign markets. First, however, they must have access 
to those markets. Therefore, the IViKul States must keep i?p the pres 
sure for progress toward freer trade—toward a more market-oriented 
world trading system. The Trade Act of 1969 will enable us to continue 
our drive for liberal trade.

The years immediately ahead are going to be critical from the stand 
point of agricultural trade. The policies of the European Community 
will l>e spread over a greatly increased area. It now appears that the 
European Community will eventually encompass the present six coun 
tries plus the I'nited Kingdom, Ireland, Denmark, Norway, and 
possibly other European nations. It could well be enlarged still further 
through associations or special arrangements. One day it could ac 
count for over half of the world's trade in farm products. It is there 
fore very important that the European Community review and revise 
the application of its Common Agricultural Policv so that both the 
Community review and revise the application of its Common Agri 
cultural Policy so that both the Community and the rest of the world 
will benefit to an increasing degree from a more efficient use of the 
world's resources through the expansion of trade.

Above all, I'.S. agriculture needs a world-wide climate of liberal 
trade. In such a climate importers and exporters of farm products 
can best work together in seeking solutions to their problems. The 
Trade Act of 1969 is cast in a liberal mold. I urge that it be enacted 
without delay.

PAGE_ir_6LANK



OFFICE OF THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS

STATEMENT OF HON. CARL, J. GILBERT. SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

This Committee spent a great deal of time during its Hearings in 
1968 on the subject of the American Selling Price System of valuation 
and on the reasons for and against eliminating the system in return for 
concessions by other countries. It is a complex issue'with many details. 
It is complex because the system itself is exceedingly complex both 
in its workings and its results. To understand it fully requires many 
details because the system covers a vast range of different competitive 
situations, highly diverse products, and equally diverse company situ 
ations. In some instances, moreover, a full understanding may also 
require examination of business confidential information which cannot 
properly or legally be discussed in public.

With your permission. I will not take up your time today discussing 
all the many specific and often highly technical details th;^ are in 
volved in the proposals nor all of the information which Ins been 
assembled in reaching a decision to put them before you. Instead, I 
propose to discuss those elements which I believe should bear most 
heavily in. your deliberations and which, to a relative newcomer to this 
subject such as myself, strike me as the most important of the many 
considerations. I will, of course, be glad to discuss any and all of your 
specific questions here or, if necessary, in Executive Session.

I believe, first of all, that you should be told how (his Administra 
tion approached this subject and the grounds on which it determined 
that this recommendation should be made to you. You will recall, I 
am sure, that a very similar proposal originated in the previous 
Administration.

Second, our discussion today will, I believe, be more purposeful if 
I also very brieflv describe what ASP is and how it works. Third, I 
want to review the status and competitive situation of the benxenoid 
chemical industry, the principal area of controversy in the proposed 
elimination of this system of providing extraordinary protection. I 
will particularly emphasixe developments in the years since you last 
had an opportunity to examine the facts.

Fourth, I intend to summarize the reciprocal nature of the agree 
ment you are, in effect, being asked to put into effect. Finally, I would 
like to give you our views as to the most probable results, domestically 
and internationally, of your acceptance or your rejection of this 
recommendation.

I should apologize in advance for the number of facts and figures I 
must put before you. I cannot provide you with a sound or adequate
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basis for your decision with anything less. This recommendation is 
not based on any theoretical or philosophical grounds, but on as search 
ing an examination of the facts associated with trade and competition 
in this industry as it is possible to make. The many generalizations 
which have been made about this issue can only be tested and a proper 
judgment reached on the basis of facts.

Extensive information is essential in dealing with the .ASP issue 
because the impact of the present system and that of its removal can 
pronerlv be judged only in terms of many different chemical product 
categories, many different company situations, and, because of the 
inherent nature of ASP. of many different tariff situations. Attached 
to my testimony you will find a set of statistical tables to which I 
shall refer during my testimony. Additional data can be supplied on 
a wide variety of pertinent aspects. In addition, if the Committee 
wishes, I am prepared to submit for this record the testimony which 
appears in the record of your 1968 hearings on this subject updated 
to take account of all of the developments since it was prepared for 
which new st'.tistical data have since become available.

REVIEW OF THE AGREEMENT

I think the Committee perhaps knows that when this Administra 
tion took office early last year the President set in motion abroad series 
of policy reviews, including a comprehensive review of our trade 
policies. Among other subjects, extensive reexamination was made of 
the unfinished business inherited from the previous Administration— 
an agreement negotiated in 1967 in which that Administration under 
took to seek Congressional approval of the elimination of the ASP 
system in exchange for trade concessions by others involving both 
tariffs and nontariff barriers.

We studied in detail the methods by which this agreement had been 
reached, and the facts and arguments upon which it had been decided 
to negotiate such an agreement. Our recxamination had the very con 
siderable added advantage of the record of your previous hearings 
and was, thereby, able to study in detail the case that had been 
presented to you in 1968 by the chemical industry and by other wit 
nesses both in opposition to* and in favor of elimination. We were able, 
thereby, to compare the opposing contentions, the varying facts, the 
gaps, and reach a new, indepedent judgment. Finally, we had ilie 
still further benefit of at least some experience Avith the tariff reduc 
tions negotiated during the Kennedy Round which have since begun 
to go into effect.

Our purposes and our criteria in this review Avere the following. 
Since it Avas an inherited issue, we sought to assure ourselves that the 
procedures and the preliminary Avork had been thoroughly and fairly 
done, that all possible resources, expertise and facts had been brought 
to bear, that a fair opportunity had been offered to all parties to make 
their vieAvs and their cases knoAvn, that these had been properly con 
sidered, and that a reasonable judgment had been reached. Equally 
important, since the proposal involves an agreement for exchange of 
concessions, it was examined Avith a vieAv to its.balance and reciprocity.
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Finally, since it had been asserted thai a domestic industry and its 
workers would be adversely aH'ectcd if the agreement were imple 
mented, great care was taken to examine any 'possibly injurious 
consequences.

Our judgment, embodied in H.R. 14870, is that it will be, in our 
interest to eliminate this system. The form in which elimination is 
proposed and the rates winch wouUl replace the present, ASP-based 
rates were fairly and reasonably arrived at, the agreement in which 
they are embodied provides reciprocity and, above all, the application 
of these rates should not be the cause of injury to the firms and work 
ers involved. It should lead, instead, directly to an expansion of mutu 
ally beneficial trade in chemicals, and to benefits, both direct and 
indirect, to other American industries, farmers, and consumers. I can 
add without -any equivocation whatsoever, that although no value is 
assigned to it in appraising reciprocity, the elimination of ASP will 
lead to an improved climate, greater credibility, and a major stimulus 
to the future removal of other nontariff trade barriers. Moreover, all 
of the evidence accumulated since 10GB and virtually all of the trends 
since then reaffirm the evidence you had before you in 1968 that the 
chemical industry, including its benzcnoid producers, is one of our 
more aggressive international competitors scarcely in need of extraor 
dinary protection. I should like to return to all of these points later.

THE ASP SYSTEM

The- ASP system as it applies to certain chemicals has now been in 
operation two years short of a half century. It began, as the record the 
Committee has assembled indicates, as a means to afford adequate 
protection for one of our infant industries—the benxenoid segment of 
the. chemical industry. Its particular form originated in the feeling 
that some unusual form of protection was needed under the conditions 
which existed during World War I and which were continuing in 1022 
when the Congress enacted the basic legislation. The form may very 
well have been influenced by hesitation in the Congress to legislate 
openly the nominal duties hi<rh enough to achieve this goal.

The ASP system has been in effect without significant change ever 
since. Meanwhile, the chemical industry has grown from an infanc 
to its present $4!) billion scale. Its benxenoid segment alone now ac 
counts for $4.3 billion in annual shipments. Meanwhile, too, its tech 
nology has changed vastly, shifting from a coal-tar ba«o to primary 
dependence today upon petroleum and natural gas.

Throughout this period, today, and in the future unless the Con 
gress changes the existing statute, the products covered by this system 
are valued for duty purposes not—as arc the bulk of all other products 
seeking entry into this country—on the foreign "export value," but 
on the basis of the price set by an American manufacturer of a com 
petitive product. Benxenoid products not deemed competitive with 
domestic products are assessed for duty purposes on the "U.S. value," 
that is, the wholesale price here of the imported product less such 
elements as general expenses, product, duty, and transportation costs.
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GENERAL OBJECTIONS TO ASP

Tliis might sound simple and fair enough to some. The objections 
to it are five in number:

First, it provides a very extraordinary degree of protection, both 
in comparison to the duties which now apply to other XT. S. imports and 
in compaiison with comparable dufes abroad. Our statutory or nomi 
nal rates for benxenoids today are already higher on the average than 
those applying to most other'products entering the United States and 
higher, also, than those typical of other developed nations' tariff 
schedules.

When further applied to American wholesale prices, these tariff 
rates produce effecth c rates often many times higher than the apparent 
duty. Some are actually above 100 percent and the peak, as determined 
by the Tariff Commission, is 172 percent. These effective rates are, in 
effect, invisible. The system clearly disguises the degree of protection 
it pro\ ides. Moreover,* there is no way of knowing how high rates can 
go; an effective rate can only be calculated on the basis of actual trans 
actions. Beyond anj doubt,*some chemical trade is prohibited by this 
system.

* Second, the system is inconsistent with the customs practices of all 
our trading partners for nonagricultural goods.

Third, under the ASP system a domestic manufacturer has certain 
unique and, I believe, unnecessary and unfair advantages. Within the 
limits of the effectiveness of competitive forces operating in the U. S. 
market, a U.S. manufacturer can adjust the level of his own tariff 
protection against the products of his foreign competitor by the whole 
sale price he sets for his own producf.

Moreover, if he is not actually selling a product which is "like or 
similar" to one currently imported, he can indicate a price that he 
would be "willing to receive*' for this product and thereby trigger an 
increase, usually substantial, in the tariff wall that any import must 
surmount.

Fourth, a foreign exporter of a product potentially subject to ASP 
cannot know a; the time he signs a contract or ships the product 
whether it will be subject to ASP. or what the ASP will be until it 
has passed through our Customs. This uncertainty as to the amount of 
duty is a further burden on trade.

Fifth, when there are few producers, a relatively frequent situation 
for many individual chemicals, any ability to set or vary prices becomes 
under the ASP system the further ability to determine a product's own 
level of tariff protection. This, in turn,*can further restrain competi 
tion both domestically and internationally.

SPECIFIC OBJECTIONS TO ASP

Above and beyond these general propositions are a variety of more 
specific objections to this system. The statutory language In section 
402e of the Tariff Act of 1930 specifics that in'the absence of actual 
domestic sales of a like product the ASP shall be that price at which 
chemicals are "offered for sale for domestic consumption in the prin 
cipal market of the United States, in the ordinary course of trade and
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in the usual wholesale quantities" or, alternatively, the price a producer 
"would have received or was willing to receive," again in the ordinary 
course of trade and in the usual wholesale quantities.

Such broad language inevitably creates problems both in administra 
tion and in equity. It, in effect, explicitly assumes that there is neces 
sarily u single price for each chemical and one which can be determined 
with certainty and accuracy by Custom- oiiicials. It implicitly assumes 
that list prices, where they'exist, will be equal to prices at which ^oods 
are actually sold and, wliere they do not exist, that Customs will be 
readily able to obtain the necessary clata.

These assumptions are not realistic. They do not allow for the 
desirability of determining whether a quoted price is a reasonable 
one—a problem which may arise in the case, for example, where the 
domestic article, often patented, is neither offered nor sold as an inter 
mediate product, but rather is made by a single or a few integrated 
producers who use the product internally to make finished articles 
from it. In the latter case, the price for the intermediate may well be 
established at a level which deters any prospective purchasers or a 
similar import from importing. Yet tins is, under the present statute, 
the proper basis for valuation.

The "willing to receive" provision of the statute further means 
that an importer may bring chemicals to the United States under the 
impression that there is no domestic production, only to learn that an 
American manufacturer does produce them, not for commercial sale 
but entirely for his own, internal use. If this manufacturer then 
states to Customs that he "would be willing to receive an oiler" and 
quotes his price, even though no commercial transactions have actually 
occurred at that price it also becomes the basis for duty.

This feature of the statute thus permits situations where domestic 
firms have the potential for manipulating prices to deter and even 
eliminate any import competition. As a result, in order to anticipate 
these effects, importers often bring in very small samples, solely in 
order to establish the magnitude of the prospective duty. This prac 
tice is one of the explanations why our trade statistics show that im 
ports do, indeed, sometimes enter over fairly astronomical tariff levels.

Still another difficulty with ASP concerns the alternative valuation 
base whicfi applies when a benzcnoid chemical is found not to be com 
petitive with a domestic product. In this situation, the statute provides 
that a "United States value" will be determined and used as the basis 
for valuation. This essentially requires Customs to work back from a 
quoted wholesale price of t!»<? import in the United States market, to 
estimate and deduct all necessary expenses and mark-ups incurred in 
its importation and arrive at an estimated equivalent of an export 
value for the chemical. This, too, is time-consuming and often leads to 
controversial results. Certain shipments, we have been informed, have 
been under consideration for a decade while the matter was being 
litigated through the courts.

Customs regulations require dye producers to file data on the dyes 
they make and offer to sell. The number of commercial dyes on me 
with Customs, however, is small relative to the total number of chem 
ically known products potentially subject to ASP. It would be ad 
ministratively impracticable to establish a system for all benxenoid 
products similar to that used by Customs in the case of dyes.
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Because of these problems, my predecessors in the Executive Branch 
undertook an inquiry to determine if another system could be devised 
which would provide adequate protection for this industry and 
whether, in the course of the international trade negotiations then 
taking place, a reciprocal agreement could be obtained in return. The 
Committee's record adequately documents the procedures followed by 
the Tariff Commission in arriving at new rates, its further role in 
appraising1 whether or not they could be reduced during negotiations, 
and the basis upon which a separate, ad referendum agreement was 
eventually obtained—the agreement which is now before you. it is 
our judgment that these procedures were fair and equitable and that 
the results, given the inherent nature of the ASP system, provided an 
equitable basis for future tariff treatment for the chemical industry.

THE COMPETITIVE RECORD

I should like to turn now briefly to a few of the key facts I believe 
you should keep in mind about the chemical industry. Its amazing 
record of growth, documented for you in your 1968 hearings, has con 
tinued over the intervening years. Since 1907 it has grown better than 
7 percent per year. It has continued its enviable record of a faster rate 
of growth than manufacturing in general. Over the longer term, since 
1947, for example, it has grown at nearly twice the rate of our economy 
and nearlv SO percent faster than all manufacturing.

Its profits have consistently outpaced those of all manufacturers. 
In 1909. a less than exuberant year for many industries, its profits 
were 0.5 percent of sales, while manufacturing profits on the average 
were only 4.R percent. Its return on investment has also been con 
sistently above average. The rate of annual increases in capital ex 
penditures nre similarly above average. This year, by the way, its 
degree of confidence in the future is implicitly Visible in its planned 
increase of 19 percent in capital expenditures.

I think I need probably not remind you that it is one of our more 
research-oriented industries, one known for new product development 
and for steadily rising productivity, as well. Productivity, moreover, 
has increased while employment has also been rising steadily. Reflect 
ing its high productivity, labor costs arc only about 22 percent of the 
value of shipments, one of the lowest ratios iii manufacturing.

This domestic performance is matched by its performance in world 
markets. Its £2.2 billion trade surplus in 1909 was double that of as 
recently as R years ago, one-fourth greater than in 1960. Exports over 
the past 5 years have increased an average of 7 percent per year. The 
percentage growth in imports has been greater, but the dollar increase 
is only half as much. Between 1904 and 1909, imports increased $500 
million, exports by $1 billion. In recent years the industry, in spite of 
renewed strength of foreign producers, has kept close to'a 25 percent 
share of the total world export market in chemicals. Import figures, 
moreover, include a substantial share of necessary chemical raw ma 
terial 1?, as well as finished imports which, do not directly compete with 
American products. Nearly half of all imports, for example, are duty 
free, and another portion come from Canadian subsidiaries of Amer 
ican firms who have rationalized their productive operations on a 
North American basis.
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During the past three years, chemical imports on the average have 
grown 8.8 percent per year. This rate, while greater than that of our 
exports, is only slightly more than half as much as the comparable 
recent growth rate of our imports of all manufactured product?. With 
imports of other manufactures growing faster in recent years, chemi 
cals have actually dropped off as a proportion of our total imports.

Our continued ability to export, awl export more each year, more 
over, has occurred over a period when the industry's foreign invest 
ments and its producing operations abroad have been growing rapidly. 
Its sales from its foreign subsidiaries in 1967, for example, are esti 
mated to have totaled approximately $9 billion, a figure far in excess 
of its foreign sales from U.S. factories.

A further very important dimension of the industry's competitive 
posture is its ability to achieve a surplus in trade with every major 
region of the world, including those areas with strong, internationally- 
oriented chemical industries and also with substantial American sub 
sidiary operations. Our surplus with the European Community, for 
example, grew from $356 million in 1965 to $497 million last year, and 
with Japan, from $103 million to $183 million over the same period. It 
has increased comparably with Canada and declined moderately only 
with the EFTA countries since 1965.

Thus far, I have been portraying for you the salient facts about the 
entire chemical industry. Since ASP applies only to ben/enoids, I 
should properly add the corresponding figures for this segment, 
though hi many respects the two are intimately intermingled and often 
data on benx.enoids alone cannot be separated out. Our only source for 
figures applying only to benxenoids i« the Tariff Commission. Its data, 
however, cover only production, saU-s, and imports, and are subject 
to the rules of confidentiality and, therefore, cannot always provide 
the, entire picture.

For all practical purposes, however, the recent beiv/.enoid perform 
ance alone can be summarized as bein<r as good, if not better, than 
that of the entire chemical industry. The shipments of the domestic 
industry in 1968. the last year for which we now have data, were $4.3 
billion, or about 10 percent of all chemicals. Over the past three years, 
domestic shipments have grown at an average rate of 10 percent per 
year, well above the all-chemical growth rate and about the same as its 
growth in each of the other years of the last decade.

Exports in 1968 were an estimated $734 million—one-fifth of all 
chemical exports—while imports were only $107 million, thereby re 
cording a trade surplus of $627 million. This surplus is even greater— 
$681 million—if calculated on the basis of only those imports which 
actually competed with domestic production.

Of total imports of $107 million in 1968, $53 million were classified 
by Customs as competitive with domestic products, equivalent to 1.5 
IKjrcent of domestic shipments. This was an import market share 
far below the national average for all manufactures. Although em 
ployment data, in benxenoids are not regularly compiled, it would ap 
pear that employment, too, has been increasing steadily. Profits of the 
benzenoid segment of the industry are not separately compiled, but 

. there appears little evidence to suggest that overall they differ sub 
stantially from that for all chemicals.
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Like any broad industrial group or category, the benzenoid segment 
of the chemical industry is not homogeneous. Many different products 
are made by many firms of different sizes and market situations. The 
bpnzenoid sector can be generally subdivided into 10 major product 
groups: Intermediates (including rubber-processing chemicals), dyes 
(including azoics). pigments, medi:inal chemicals, flavor and perfume 
nviterials. plastics and resins. pla.c,ticizers, surface-active agents, pesti 
cides and agricultural chemicals, and miscellaneous chemicals.

Over 25 percent of total benzenoid sales consists of plastic and 
resin materials, an area where the United States has long been a major 
innovator, a dominant producer, and a very large exporter to virtually 
every corner of the globe. Another 20 percent of total sales is in the 
area* of plasticizers, surface-active agents, and pesticides and agricul 
tural chemicals. The United States is also a dominant producer in each 
of these product areas.

There have been few suggestions that foreign competition is a 
serious factor in either of these amis. Neither has foreign competition 
been a particular issue with respect to flavor and perfume materials 
which comprise about 1 percent of total benzenoid sales. Finally, there 
appears to be little question over miscellaneous other benzenoid 
chemicals.

THE I'KGSLEM AREAS

The areas of contention, that is, the areas where the domestic indus 
try has primarily asserted th;:t there is a likelihood of injury from 
'•onversion of the ASP system -ind from reductions of tariffs are the 
intermediates and, in tlie finished products area, dyes, azoics. pig 
ments, and medicinals.

Intermediates, the raw or semi processed materials from which the 
finished benzenoid products are made, are typically conMinied by their 
own producers and, typicf.lly too, the nature of import demand for 
them fluctuates from year to year, often in response to domestic 
shortages. Total imports in if)69 of $49 million, for example, were 
only 0.4 percent of consumption in pounds and 3.8 percent in value. 
The import data for recent years reveal this fluctuating pattern. The 
largest single intermediate imported in 1966, for example, was phenol 
at K.6 million pounds. In lOfiS, however, less than .100 pounds were im 
ported. In 1968, on the other hand, the largest single import v,as of 
11.1 million pounds of phthalic anhydride. In 1905 there were no im 
ports at all of this product.

In contrast, consumption of finished benzenoid products has grown 
from $1.9 billion in 19(55 to $2.5 billion in 19(18, while overall imports 
have less than 3 percent of the U.S. market, 1.5 percent if noncom- 
pet Stive imports are excluded. Between the major categories of finished 
products, however, there are normally wide variations. Dye imports, 
for example, in 10fi« accounted for 8.8 percent of the U.S.* market (3 
percent for competitive dyes only), pigment imports were 3.9 percent 
of all sales here (0.6 percent for competitive imports only). Imported 
medicinals accounted for 5.8 percent of our market (2'.1 percent if 
only competitive drugs are considered). Parenthetically, I should 
note that dye imports rose sharply in 1968—about 44 percent. When 
this figure is mentioned in subsequent testimony, as I am sure it will
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be, it should be recalled that two-thirds of the increase was in non- 
comj)etitive dyes. Much of the remaining increase was in a single dye, 
called Vat Blue 1. Typical of the changing product mix of chemical 
imports, imports of this product, fell off in 1967, but rose again in 1968 
back essentially to the level prevailing since 1963.

Total imports in 1968 of finished benzenoids other than dyes, pig 
ments, and medicinals, were abort one percent of all sales, and less 
than one-half percent if noncompetitive products are excluded. Our 
iMMizenoid exports, by the way, are heavily concentrated in finished 
products—nearly 70'percent of the $73i million total I mentioned 
earlier involves final products. Further details and figures for a longer 
time period can be found in the tables appended to my statement.

I must apologize for subjecting you to this stream of figures. I can 
summarize their meaning simply us providing a basis for confidence 
in the ability of this industry, including its benxoid segment, to com 
pete internationally. There are, of course, undoubtedly individual 
products in which, for any one of a variety of reasons, we have fallen 
behind or someone abroad has found u way to do a better job. If this 
is true, it is normal for any industry.

Secondly, these figures provide no basis for concern that this in 
dustry's strengths have deteriorated in the last several years. Events 
have borne out the forecasts made to this Committee in 1968 that this 
was u strong and expanding area of American industrial ability, and 
one which would continue to meet and gain in the challenge of the 
world market place.

Finally, the figures before- you dramatically testify to the facts 
that while imports ha\e continued to increase, in some areas at u fairly 
rapid pace, they have not increased as rapidly as imports of other man 
ufactured product^. They account in most instances for u very small 
share of our domestic market. Moreover, the surplus of exports over 
imports testifies definitively to the international competitiveness of 
this segment of the industry.

THE sri'l'LEMENTAUY AUHEEMKNT

I would now like to turn to the question of the reciprocity of the 
agreement before you. I do not believe that at this time it is particu 
larly useful to re\ie\\ the chemical negotiations during the Kennedy 
Round: the issue today is whether it is in our interest now to ratify 
an agreement beparate from but contemporaneous with that negotia 
tion.

A few preliminary comments are in order. A judgment that reci 
procity has* or -has* not been achieved in a trade agreement necessarily 
imolveb a great main separate considerations. In the first instance, 
it invohes a judgment that there has been a fair and balanced ex 
change of new trade opportunities. A negotiator, however, can only 
seek ne\\ opportunities and \ nine them with the facts at hand; lie can 
not insure that all of the subsequent actions necessary to take ad 
vantage of those new opportunities will be taken or tliat trade will 
actually occur. Nor can he obviously take into account all of the future 
imponderables and unforeseen events.

Practically, he must make a judgment based on both quantitative

o—TO——c
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and qualitative factors. It is necessarily a judgment based in the first 
instance on a. composite of the nature and volume of trade subject to 
a concession, the depth of that concession if it involves a tariff reduc 
tion, and an evaluation of the potential thereby created for future 
growth of trade. Combining these mid the many related factors into 
a judgment of future opportunities, I believe that, should the Congress 
approve this bill, we will obtain significant concessions and new trade 
opportunities, both for the chemical and for other industries. 

The agreement, when implemented, requires the United States to.
1. Reduce chemical duties by an average of about five percent. This 

reduction consists of:
(a) A 30-percent reduction in certain low duty chemicals, cut 

by only 20 percent in the Kennedy Round;
(&) Reductions in certain high duties to about a 20 percent 

level;
(c) Establishing duties of more than 25 percent for sulf a drugs 

and of 30 percent for dyes and pigments, duties which in many 
cases will be nominally at higher rates than at the end of the imple 
mentation of the Kennedy Round.

2. Convert duties now based on ASP to normal bases of valuation. 
The agreement requires the European Community to:

1. Reduce its chemical duties by an average of 20 percent. This 
reduction consists of:

(a) Reduction in tariffs on all chemicals by 30 percent 
except those for which only partial or no reductions were 
made in the Kennedy Round.

2. Modify its road tax system to eliminate discrimination 
against American automobiles. 

The agreement requires the United Kingdom to:
1. Reduce its chemical duties by an average of 22 percent. This 

reduction consists of:
(a) Binding its previously unbound duties on plastics at 

a low level;
(Z>) Reduce by 11 further 30 percent duties on chemical 

products which *5t cut by only 20 percent in the Kennedy 
Round;

(c) Further reduce by varying percentages all duties on 
chemicals which are 25 percent or higher to bring them to a 
level of 12.5 percent.

•2. Reduce the preferential tariff margin on its tobacco imports, 
from us.

Finally, Switzerland, which made a 49 percent reduction in its 
chemical duties in the Kennedy Round, agreed if ASP is eliminated to 
modify its regulations on canned fruit imports. In addition, Sweden, 
Austria, Norway, Denmark, and Finland—none of which are parties 
to the agreement—are bound by the Kennedy Round agreement to 
make substantial additional reductions in chemical tariffs when the 
agreement before you is implemented.

THE AGREEMENT SUMMARIZED

The trade significance of all of these commitments is not easily sum 
marized. Perhaps the best way to begin, though I do not intend to
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dwell long on mere numbers, is with the statistical summary in terms 
of the amounts of trivJe involved in the tariff reductions. Our conces 
sions involve $330 million of our imports in 1964—the bass year used 
in negotiating this agreement--from the participants in the agree 
ment, and $140 million of our imports from all sources. Both figures, 
by the way, are our actual trade adjusted to a c.i.f. basis as is the 
customary practice in our trade .'egotiations. In return, we will be 
obtaining concessions upon $890 million of our exports from them. 

I cannot, unfortunately, update these 1964-based calculations which 
were tlu basis of the agreement. However, it seems quite reasonable to 
assume that the greater absolute dollar volume of increases in our 
exports than in our imports since then and the accompanying growth 
of our trade surplus would indicate overall that the benefits to l>e 
gained now are as great, if not greater than as calculated on the basis 
of our 1964 trade pattern.

In my judgment, the qualitative factors in the agreement before you 
outweigh any statistical measurement. They could be summarized as 
follows:

1. The United States gained important concessions and in only 
very few instances agreed that duties would not be reduced in the 
areas which arc significant for our future trade. The basket rates, 
where the products of our industry's massive research and devel 
opment effort will largely be classified for duty purposes in the 
future, will be substantially reduced. In so dynamic an industry 
as this, where half of today's sales jire in products not known 10 
years ago and where few can predict the nature of tomorrow's 
products, the tariff rates on the basket categories of a chemical 
tariff schedule are of major importance.

•2. Foreign tariffs on other rapidly growing U.S. chemical 
exports will.also be drastically reduced. The concessions involved 
nre particularly significant, for example, in plastics. U.K. and 
Community tariffs in this key area will almost all be 10 percent or 
less when the agreement is'implemented. In 1964, U.S. plastics 
exports to the U.K. and the Community nlone were $145 million.

3. The United Kingdom will also make very substantial reduc 
tions on rates on organic chemicals. U.S. exports in 1964 in this 
category were $50 million, largely at rates of 331/& percent. The 
additional reductions necessary to insure -that no rate remains 
above 12.5 percent will be made. Reductions from the 33^ level 
will average 62 percent. ,

4. Chemical tariffs in major U.S. export markets will uniformly 
be reduced to extremely low levels and should provide a very con-

• t » •» i *i * • •* * . .. «* -

Most Japanese duties will be below 15 percent, the principal excep 
tions being cosmetics i.ud films, which happen to fall in the Japan 
ese chemical tariff schedule. The highest Canadian rate will be 
17.5 percent and the bulk of Canadian duties will be substantially 
: ->wer. U.S. duties in potentially sensitive areas, however, will 
remain substantially above comparative rates in other countries.
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5. For example, dyestuff tariffs in the EC will be 10 percent, 
and in the U.K., 15 percent, compared to the proposed X?.S. rate 
of 30 percent. This should benefit the XT.S. dye industry, even now 
a significant exporter.

G. The agreement provides protection for U.S. producers in the 
significant basket categories. Only one was reduced by approxi 
mately 50 percent—the intermeu'ates bnsket where it was con 
sidered the industry would not be adversely affected.

7. Where it is proposed that U.S. rates would be reduced to a 
level of approximately 20 percent, the recommended rates, in fact, 
will provide a floor for tariff protection, not as has been alleged, 
a ceiling. The rates were derived from average duties obtained in 
1964: trade. Any further imports at low unit values will be pro 
vided with effective protection at higher levels through the con 
tinuation of the specific duties in the U.S. tariff schedule.

OTHER ASPECTS OF THE AGREEMENT

I should also point out that even after this agreement is imple 
mented, many U.S. chemical tariffs will still remain exceedingly high. 
I have already noted some specific instances. In other cases, the same 
result will be achieved by the continuation of our specific duties where 
they apply to products which sell at low unit values. This type of duty 
has the effect in some eases of producing fairly astronomical effective 
tariffs, a characteristic of our overall tariff schedule which frequently 
provides relatively greater protection for lower priced commodities.

I should also comment on a further aspect of the proposed reduc 
tions in U.S. duties. In certain cases, additional reductions are pro- 
|X)sed in the agreement where no jx>tcntial exists for serious injury. 
This results from the fact that in the negotiation of this agreement 
when other countries proposed significant reductions in their own, 
often much lower rates, they strongly objected that a proportional 
duty by the U.S., in turn, would not in such instances be fully recipro 
cal since it would leave certain of our duties still with very high rates. 
The reductions proposed for this reason should bring* no adverse 
effects; they often involve an additional reduction of only a few per 
centage points. Most of them, in fact, involve products in which we 
are net exporters, or in which little trade exists. They include some 
intermediates, usually large volume items with little or no imports, 
some pesticides, a few photographic chemicals, some drugs, and some 
perfumes and flavorings.

THE ECONOMIC EFFECTS

I will not dwell long on the complicated analysis nor the many facts 
and judgments which together constitute the case that this agreement 
will not adversely affect American firms and workers, but will, instead, 
if the opportunities it provides are aggressively pursued lead to an 
expansion of our production sales, jobs, and profits. The record of your 
1968 hearings contains the basic arguments in considerable detailand, 
as I said earlier, the situation in this industry has not deteriorated since 
then. If anything, it appears to have improved. Secondly, these judg-
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ments were carefully arrived at virtually on a case-by-case basis, 
through an examination of all of the available facts and evidence in 
each proposed concession on both sides, and as a result of one of the 
most comprehensive series of studies undertaken in the field of trade 
policy. They can be reviewed in detail with the Committee in the areas 
or products of most interest to it. I should note, however, that they 
frequently come down to matters »oncerning individual products and 
companies, particularly the smaller firms, and involve data from confi 
dential sources which cannot be revealed in public hearings.

I do want, however, to make one very fundamental point. As I read 
the record of opposition to the elimination of ASP submitted at your 
earlier hearings, a very curious theme was given great stress, the logic 
of which as a former*businessman escapes me. Time and time again, 
in a variety of formulations with varying amounts of sup}X>rting facts, 
you were told that reductions in U.S. duties and/or the elimination of 
ASP would depress our domestic price levels and lead to injurious 
consequences. In virtually the same breath, you were also told that 
reductions in return by other countries on the duties on products -we 
export to them now or in the future would be worthless.

Trying to break this logic down, there seem to be several things 
which ought to be pointed out. As far as the domestic impact is con 
cerned such statements assume that the full measure of the tariff 
reduct ion or the more elusive measure of the effects of eliminating ASP 
will be promptly reflected in consumer prices here, while, abroad, 
there will be no reflection of the tariff reductions—and we are talking 
in this agreement of 30 percent and greater reductions.

It is suggested that prices will decline here, though apparently there 
will be no offsetting increases in total sales as a result. Overseas, on 
the other hand, prices will l>e unaffected and our sales unchanged. 
Theie would seem from the record, to be no recognition that even under 
theac circumstaces, at the very least our profit margins on existing ex 
port business will increase in step with the amount of duty saved. As 
a businessman, I find it hard to understand both why changes in tariffs 
should havy effects different from changes in the other elements of 
costs or, secondly, why changes in tariffs should Imve such disparately 
different effects here and abroad. I can only conclude, on the one hand, 
that there must be the further assumption in these conclusions that 
export opportunities will not be sought after. Further, it would seem 
that a segment of an industry long receiving extraordinary protection 
from foreign competition in this market, but with an enviable record 
of ability to compete both at home and in exporting as well, has con 
cluded that it prefers to protect its home market, regardless of the 
consequences.

This, in blunt terms, is the issue involved in the elimination of ASP. 
Those who have enjoyed its special favors for half a century are per 
haps understandably loath to relinquish such effective insulation from 
the forces of competition, even though what I consider to be an ade 
quate effort has been made to provide them with satisfactory and 
reciprocal benefits in return. The question the bill before you poses 
must, however, be decided on the broader grounds of whether this 
agreement—both for its immediate benefits and for its longer range 
significance—is in our national interest.
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The facts indicate to this Administration that the elimination of 
ASP will not have ahy significant adverse impact upon the benzenoid 
segment of the industry but that the new rates proposed in H.R. 14870 
and those which other countries will put into effect, if it is passed, ^yill 
enable those producers and workers engaged in bensenoid production 
to continue to expand their sales, including their exports. Moreover, 
there will be substantial ne\y export o; portunities for other products, 
both chemicals and nonchemicals.

Finally, I must urge the Congress to give careful weight to the 
broader significance of this issue. I would mislead you if I pretended 
to guarantee that the elimination of ASP will literally unlock the door 
to future progress in the removal of other nontariff barriers to trade. 
Yet, on the other hand, I cannot stress too strongly to you that the 
system and the level of protection ASP provides has become the lead 
ing symbol to others of unnecessary, indefensible American protection.

As'such, its continuation will, in a very real sense, impeJe our future 
efforts to engage in trade negotiations, while its elimination -would l>e 
unequivocal evidence of our determination to move ahead. The issue is 
whether we are willing to remove one of our most icstrictive barriers, 
not unilaterally or for future promises, but in return for new trade 
opportunities while still providing substantial and adequate protec 
tion for one of our domestic industries. I urge the Congress to weigh 
this consideration and to approve the elimination of the American 
selling price system of valuation.

RUBBER SOLED FOOTWEAR WITH FABRIC IOTERS

In addition to benzenoid chemicals, the bill before you authorizes 
the President to eliminate the application of ASP to rubber soled foot 
wear with fabric uppers, canned clams, and certain wool knit gloves.

Unlike benzenoid chemicals, the elimination of ASP for rubber soled 
footwear was not the subject of any agreement during the Kennedy 
Round. Xor did ASP first become applicable to such footwear by 
statute but rather by Presidential Proclamation in 1933. The action 
proposed -with regard to rubber footwear is also a reflection of a very 
different economic position which obtains for that industry from the 
one presented by the chemical industry. A consequent final difference 
between the two is that no reduction is proposed in the converted rate 
that was developed by the Tariff Commission.

On the basis of 1965 data the Tariff Commission then determined 
that the ASP rate was equivalent to a converted, rate of 58 percent 
based on export value. The Tariff Commission also proposed that non- 
competitive f ootwear be subject to a rate of 20 percent.

Since the introduction of H.R. 14870, several tilings have occurred 
which may require amendment of the proposals in section 401 of the 
bill, inducting:

1. A Bureau of Customs ruling -which became effective May 7, 
1970, now makes it desirable to remove any reference to "iron 
filings" from the tariff description to which the bill refers.

2. The accuracy of import data on rubber footwear has recently 
been questioned. The Tariff Commission has been examining these 
data and we understand that it will be advising the Committee of
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its findings. This reexamination may make it necessary to re 
consider the rate of 25 cents per pair plus 20 percent, but not less 
than 58 percent, which is proposed in the bill. 

In view of these factors, I «o not believe it useful to pursue the sub 
ject further until the Tariff Commission report is available. However, 
I would emphasize that for the reasons stated in my earlier discussion 
of benzenoid chemicals, this system oi valuation should be eliminated 
on n fair and equitable basis for any products subject to it.

CANNED CLAMS AND WOOL KNIT GLOVES

Finally, the bill proposes elimination of ASP as it also upplies 
to canned baby clams and a low-priced bracket of wool knit gloves. 
Both were mudb subject to ASP as a result of Tariff Commission in 
vestigations under section 336 of the Tariff Act of 1930. There appears 
to be no likelihood of adverse consequences from the elimination of 
ASP with respect to canned clams. On the other hand, the price 
bracket of gloves is obsolete and no imports have been recorded since 
the 1930s. The National Association of Glove Manufacturers recom 
mended that ASP be eliminated. Finally, Japan has agreed to a one- 
third reduction in its duty on abrasive paper if ASP is eliminated 
with regard to these two products.

Thank you, Mr. Chairman.
TABLE l.-CHEMICALS AND ALLIED PRODUCTS-U.S. SHIPMENTS, EXPORTS, IMPORTS, AND APPARENT

CONSUMPTION 1962-«9

(Dollars in millions]

Imports

1962....................
1963....................
1964....................
1965....................
1966....................
1967....................
1968....................
1969....................

Shipments

................... $29,273

................... 31,778

................... 34,261

................... 37,477

................... 40,797

................... 42,347

................... 46,465

................... 48.698

Exports

$1,877 
2,009 
2.364 
2,402 
2,675 
2,802 
3.287 
3,383

Totil

$758 
700 
703 
769 
955 
958 

1,129 
1,232

Free

$500 427^ 
366 
361 
411 
420 
482 
513

Duti 
able

$258 
273 
337 
408 
544 
538 
644 
718

Percent 
imports of ap 
parent 

Appar- con* 
ent con* sump- 
sumption tion

$28,154 
30,469 
32,600 
35,844 
39.077 
40,503 
44,407 
46,547

2.7 
2.3 
2.2 
2.1 
2.4 
2.4 
2.5 
2.6

Source: Department of Commerce.
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TABLE 2.-BENZENOID CHEMICALS-SHIPMENTS, ESTIMATED EXPORTS, IMPORTS BY COMPETITIVE STATES AND
APPARENT CONSUMPTION, 1962-58

[Dollars in millions]

Imports '

1962.....................
1963...._...__.._. .......
1964.....................
1965.....................
1966...———————.
1967..————...———
1968 ....................

Ship 
ments

$2 564
2 729

-..-...-——— 2,950
.........„—.... <3,190
.................. 3,608•3 on
....... ......—.. 4,266

Exports*

8 
W2

548 
620 
734

Total

'?4 
49 
65 
88 
83 

107

Com 
peti 
tive

$18 
21 
23 
31 
46 
43 
53

Other

$21 
23
26 
34 
42 
40 
54

1
Apparent 
consump 

tion

(J) 
(|)

$2,760 
3,148 
3,376 
3,339

Percent 
total im 
ports cf con 

sump 
tion

(') 
C) (')

2.4 
2.8 
2.5 
2.9

t Import data prior to 1965 are understated because of a changr in the method of reporting. 
a Estimated. 
»Not available.
' Shipment data prior to 1965, not strictly comparable with later data due to the exclusion of finished medicinal prepara 

tions after that year.
Source: Department of Commerce; Tariff Commission.

TABLE 3.-INTERMEDIATES PRODUCTION, SALES, EXPORTS, IMPORTS BY COMPETITIVE STATUS, AND APPARENT
CONSUMPTION, 1962-69

Percent
Impoits i total 

——————————— Appar- imparts 
Com- ent con- of con- 
pet!- sump- sump- 
live Otlier tion tion

Produc 
tion " Sales Exports Total

[In millions of pounds]

1962
1963..................
1964..................
1965..................
1966..————————
1967..................
1968...... ............
19691..——————

.............. 12,109
——— ...... 13,576
....... ...... 15,832
.............. 17,601
-—...——.. 20,113
............. 20,871
............. 23,943
.............. 27,486

4,675
5,555
6,562
7,505
8,722
9,169

10,394
11,933

576
725

1,332
1,797
1,702
2,091
2,E«
3,651

20
28
19
38
69
72
71
91

15
22
16
34
57
51
54
P>

5
fi
3
4

1?
21
17'j\

11,553
12,879
14,579
15,842
18,480
19,852
21,469
24,926

0?
?

,1
?
4

.4
3
4

[Dollars in millions]

1962...........................— ...........
1963...... ———.—————.—————.
1964...............,..—— ...................
1965............—— ....... .................
1966...... ...... ..————————.—— ——
1967........— ..————.————————
1968...... ...... _———.—————..———.
1969 »..—————————————————

$795 
834 - 
920 

,008 
122 
185 
288 

,478

i Import data prior to 1965 are understated because of a change 
> Not available. 
* Estimated.

$90 
98 

140 
159 
164 
179 
228 
233

$13 
15 
14 
19 
31 
23 
39 
49

$8 
9 
9 

14 
22 
19 
27 (')

$5 
6 
5 
5 
9 
9 

1! 
(')

$718 
751 
794 
868 
989 

1,034 
1.101 
1,294

1.8 
2.0 
1.8 
2.2 
3.1 
2.7 
3.5 
3.8

in the method of reporting.

Source: U.S. Department of Commerce; Tariff Commission.
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TABLE 4.-DYES AND AZOICS-PROD'.'JTION. SALES, EXPORTS, IMPORTS BY COMPETITIVE STATUS. AND

APPARENT CONSUMPTION, l%2-«8

Imports >

Produc 
tion Sales Exports Total

Com- 
pst:- 
foi Other

Percent 
total 

Appar- imports 
ent con- ot con- 

sump- sump 
tion tion

fin millions c! pounds]

1962...............—
1963
1964..................
1965..................
1966.............. ...
1967..................
1968..................

188 9
204 0

............. 184.4

............. 207.2
.............. 219.2
.............. 206.2
............. 226.5

178.0 
187.0 
178.3 
190.0 
204.1 
198.6 
214.7

11.3 
12.9 
14.2 
18.7 
17.3 
13.8 
15.9

6..S 
8.8 

10.1 
12.3 
13.7 
12.8 
19.1

3.1 
5.0 
5.6 
6.1 
6.2 
6.4 
9.4

3.5 
3.9 
4.5 
6.2 
7.5 
6.4 
9.7

184.1 
200.0 
180.3 
200.8 
215.6 
205.2 
229.7

3.5 
4.5 
5.6 
6.1 
6.4 
6.2 
8.3

IDoIlirj in millions]

1962
1963..................
1964..................
1965..................
1966..................
1967..................
1968

J227.2 
. 239.7

264.0 
292.3 
331.5 
332.0 
370.2

$20.9 
23.7 
26.6 
23.4 
25.4 
21.9 
22.9

912.9 
12.7 
16.3 
20.5 
25.8 
23.4 
33.7

$4.3 
4.4
5.3 
5.9 
8.2 
7.9 

11.0

58.1 
8.3 

11.0 
14.6 
17.6 
15.5 
22.7

$218.7 
228.7 
253.7 
289.4 
331.9 
333.5 
381.0

5.7 
5.5 
6.4 
7.1 
7.8 
7.0 
8.8

i Import data prior to 1965 are understated because of a change in the method of reporting 
Source: U.S. Department of Commerce; Tariff Commission.

TABLE 5.-PIGMENTS-U.S. PRODUCTION, SALES, EXPORTS, IMPORTS BY COMPETITIVE STATUS. AND
APPARENT CONSUMPTION, 1962-«

Imports'

Produc 
tion Sales Exports Total

Com 
peti 
tive Other

Percent 
total 

Appar- Imports 
ent con- of con- 

sump- sump 
tion tion

[In millions of pounds]

1962
1963..........................
1964....... __ ..............
1965..........................
1966..........................
1967..........................
1968..................... ....

..... 37.2

..... 39.4

..... 44.1

..... 48.1

..... 51.1

..... 53.3
53.7

31.6 
33.5 
35.1 
38.0 
43.3 
42.9 
45.8

2.5 
2.5 
2.8 
4.1 
4.7 
5.6 
7.J

0.4 
.4 
.V 
.8 

1.0 
1.5 
2.0

0.1 
.2 
.3 
.2 
.2 
.4 
5

0.3 
.2 
.4 
.6 
.8 

1.1 
1.5

35.1 
37.3 
42.0 
44.8 
46.5 
49.2 
48.4

1.1 
1.1 
1.7 
1.8 
2.2 
3.0 
4.1

[Dollars in millions]

1962
1963..........................

1965..........................
1966..........................
1967...........................
1968..........................

J74.3 
79.6 
84.1 
93.6 

107.6 
103.4 
119.9

J5.7 
5.9 
6.7 
8.0 
9.3 

10.0 
13.0

$1.1 
.6 

1.1 
1.5 
1.7 
2.9 
4.3

is
.4
.7 
.7

.'9 
1.2 
1.5 
2.2 
3.6

$69.7 
74.3 
78.6 
87.2 

100.0 
101.3 
111.2

1.5 
.8 

1.4 
1.7 
1.7 
2.9 
3.9

i Import data prior to 1965 understated bacause of a chatige >n the reporting method. 
Source: U.S. Department of Commerce; Tariff Commission.
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TABLE 6.-MEDICINAIS-PRODUCTION, SALES, EXPORTS, IMPORTS BY COMPETITIVE STATUS AND APPARENT
CONSUMPTION, 1962-68

Produc 
tion Salts Exports'

Imports)
Com- 
pell- 

Total tivt

Percent
imports
appar-

Appirtnt entcon*. sump 
tion

consump- 
Other tion

(In millions of pojnd;)

1962...................
1963...................
1964...................
1965...................
1966....——————...
1QR7
1968

............. 72.7

............. 78.0

............. 79.6

............. 84.7

............. 97.9

............. 91.7

............. 95.4

156.6.......
« 61.4 .......
63.1 .......

» 61.0. ......
63.7 .......
<iX 7
64.9 .......

.... 3.0

.... 3.0

.... 3.1

.... 3.4

.... 4.7

.... 4.6

.... 4.1

2.5
2.5
2.7
2.8
3.9
3.6
5.3

0.5 ..................
.5 ..................
.4 ..................
.6 ..................
.8 ..................

1.0 ..................
0.8 ..................

(Dollars in millions)

1962......................
1963
1964...———.,————..
1965......................
1966...————————.
1967....————————
1968...............—....

................... '$242.0

................... '271.2

................... 281.6

................... »224.2

................... 269.8

................... 263.7

................... 296.3

$75.0
70.0
72.6
91.6
8L3
93.2

107.4

$g 8
10.1
9.$

12.6
10.9
11.9
11.7

$3.0
3.5
3.0
3.4
4.1
5.4
4.8

$5.8
6.6
6.8
9.2
6.8
6.5
6.9

$175.8
211.3
218.8
U5.2
1SN.4
IK1. 4
200:6

50
4 8
*.5
*,7
S,5
fi5
58

t Estimated.
» Import data prior to 1965 are understated became of a change in the method of reporting. 
'Sales data,prior to 1965 not strktly comparable with !:!«r data due to the exclusion of finished beiuenoid 

preparations after that year.
Source: Exports, U.S. Department of Commerce; all other, U.S. Tariff Commission.

medicinal

TABLES-OTHER BENZENOID PRODUCTS«—U.S.SHIPMENTS, LXPORTS.IMPORTS, AND APPARENT CONSUMPTION,
1962-68

[Dollars in millions)

1962............. ..........
1963....———— .———...,
19B4..——————— .......
1955..——————————
1966......... ........ .......
1967.......................
1968.........——. ..........

Ship 
ments'

........................ $1,226

..................... _ 1,305

...................... . 1,403

........................ 1,572

........................ 1,777
2 024

........................ 2,192

Ex 
ports'

(«)
<«)
V2213

268
316
365

1

Total

$4.0
4.9
7.5

10.9
18.4
16.1
18.7

mports*
Com 
peti 
tive

$2 9
3.8
5.0
7 2

11.9
10.3
8.9

Other

$1.1
1.1
2.5
3.7
6.5
5.8
9.8

Appar 
entcon 

sump 
tion

O)
0)

$1,370
1527
1,724
1,846

Percent 
total 

importsof con 
sump 

tion

(0
(0
H0.8
1.2
.9

1.0

> Include; tii benzenoid pioducts subject to ASP except dyes, azoics, pigments, medkinals, and intermediates.
* Estimated.
* tnwrt -isU prior to 1965 are not strtc !y comparable with data after that date due to a chanie in the method of 

reporting. 
«Not available
Source: Tariff Commission; Departmenl of Commerce.
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TABLE 12.-ANNUAL PLANT AND EQUIPMENT EXPENDITURES ABROAD BY U.S. MANUFACTURING COMPANIES 

ALL MANUFACTURING AND CHEMICALS AND ALLIED PRODUCTS

(Dollars in millions)

1957........... ....................
1958...............................
1959................ ................
1960...............................
1961...............................
1962...............................
1963...............................
IQfii
1965....... ......................
1966...............................
1967...............................
1968
19691.............................
19701.............................

All 
manufacturing 

(amount)

SI T47
.................. ......... .180
............ ................ .141
............................. .337
............................. .697
............................. .941
............................. 2. 153
.................. ........... 3.C07
............................. 3.884
............................. 4,583
............................. 4.525
............................. 4.175
............................. 4.874
............................. 6.933

Chemicals and allied products

(Amount)

K34 
261 
216 
237 
278 
308 
436 
619 
861 

1.040 
1,210 
1.208 
1.109 
1.525

Percent ol all 
manufacturing*

17.4 
22.1 
18.9 
17.7 
16.4 
15.9 
20.3 
20.6 
22.2 
22.7 
26.7 
28.9 
22.8 
22.0

• Estimated.
Source: U.S. Department ol Commerce.

TABLE 13.-ESTIMATES ol PLANT and EQUIPMENT EXPENDITURES by FOREIGN AFFILIATES ol U.S COMPANIES
BY AREA AND INDUSTRY. 1965-70

[Dollars in millions)

1965 1966 1967 1968 t 1969

I Estimated.
Source: Department ct Commerce.

1970*

All areas:
All mamilactutini ... . ... .......

Canada:
All manufacturing. ...... .......

Latin America:

Europe, total:

Common Market;

Other Europe:
All manufacturing.. ...... ......

Other areas:

.............. 861

.............. 3.884

.............. 225

............. 944

............. 151

.............. 459

.............. 321

.............. 1.860

.............. 147.............. i.cy.

.............. 174

.............. 818

.............. 164

.............. 621

1.040
4.583

221
1.174

143
451
462

2.244
251-

1.311
187
913
213
714

1.210
4.525

166
1.001

150
505
637

J.332
)27

1.43S
210
894
258
687

1.208
4| 175

158
842
179
575
871

2.759
313

1.195
210
817
348
747

1.109
4,874

134
SJJ
203
623
722

3.264
293

1.466
183

1.076
246
722

t

1.525
6.933

244
1,365

203
797

1.079
4.771

4S2
2.201

271
1.475

326
1.095

O—70——8



no
TABLE 14. -CHEMICALS AND ALLIED PRODUCTS. SALES BY AMERICAN-OWNED ENTERPRISES ABROAD AND

EXPORTS FROM THE UNITED STATES

[Dollin in millions]

1957................ ...... „.„....„.,...
1959......................................
1961......................................
1962......................................
1963
1964......................................
1965......................................
1967........................ .............

Siles
byU.S.
plants

tbroid

................................... 2.411

................................... 2.950

................................... 3,890

................................... 4.400

................................... 5, 130

................................... 5,903

................................... 6.851

.................................. '9,000

Exports
from

the
United
States

1,376
1.558
1,789
1.883
1,994
2,374
2,402
2,803

,

ToUl

3,787
4,508
5,679
6.283
7,120
8,277
9,253

11,803

i Estimated by tha Manufacturing Chemists' Association. 
Source: U.S. Department ol Commerce, except 1967 sales.

TABLE 15.-RESEARCH AND DEVELOPMENT EXPENDITURES, BY INDUSTRY 1958-68 

(Dollars in millions)

Chemicals 
All indus- and allied Industrial Drujs and Other 

tries products chemicals medicines chemicals

1958.....................
1959............... _ ...
I960.....................
1961.....................
1962.....................
1963.....................
1964.....................
1965.....................
1966.....................
1967. ..................
1968.....................

................................ 8,389

................................ 9.618

................................ 10.509

................................ 10,908

................................ 11.464

................................ 12.630

................................ 13,512

................................ H, 197

........,.„...,.„.:............ 151548

................................ 16,415

................................ 17.435

792 
891 
980 

,101 
.175 
.239 
.300 
.377 
.461 
,K9 
.640

553 
600 
666 
706 
738 
809 
876 
928 
955 

1,004 
1,025

128 
154 
162 
180 
195 
216 
238 
268 
318 
356 
393

111 
137 
15? 
215 
242 
214 
186 
181 
188 
209 
222

Source: National Science Foundation.

TABLE 16. VALUE ADDED PER EMPLOYEE COMPARISONS CHEMICAL INDUSTRY-ALL MANUFACTURING-ALL
ACTIVITY

Value added billions ol 
1958 dollars

1947.......
1953.......
1959.......
1960.......
1961.......
1962
1963.......
1964.......
1965.. ....
1966
1967.......
1968
1969.......

Chemical 
industry

...... 4.1

...... 7.0

...... 10.9

...... 11.0

...... 11.5

...... 12.4

...... 13.1

...... 14.0
15 9
17.0

...... 17.4

...... 19.5

...... 0)

All 
manu 

facturing

91.8 
128.6 
138.9 
140.9 
140.4 
154.6 
162.4 
173.7 
190.5 
205.7 
206. S 
221.1 

(')

All 
activity

309.9 
412.8 
475.9 
487.7 
497.2 
529.8 
551.0 
581.1 
617.8 
657.1 
673.1 
707.6 
727.5

Number ol employees 
(In thousands)

Chemical 
industry

6)9 
768 
809 
828 
828 
849 
865 
879 
908 
958 

1.001 
1.026 
1.049

Alt 
manu 

facturing

15.545 
17.549 
16.675 
16.796 
16.326 
16,853 
16.995 
17,274 
18.062 
19.214 
19.447 
19.768 
20.121

Total
economy

57.039 
61,181 
64.630 
65.778 
65.746 
66,702 
67.762 
69.305 
71.088 
72.895 
74.372 
75.290 
77.902

Value added per employee 
(1958 dollars)

Chemical 
industry

6.317 
9.115 

13.473 
13.285 
13.888 
14.605 
15.144 
15.927 
17,511 
17.745 
17.383 
19.006 

0)

All 
fiiinu- 

fxturini

5.905 
7.328 
8.330 
8,389 
8.600 
9.173 
9.556 

10.056 
10.547 
10.706 
10.619 
11.185 

0)

Total
economy

5,433 
6.747 
7.363 
7.414 
7.562 
7.943 
8.131 
8.385 
8,691 
9.014 
9.050 
9.398 

10.708

i Net available.
Source: Department ol Commerce. Department ol Labor.
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TABLE 19-SELECTED ECONOMIC DATA. COMPARISONS OF CHEMICALS AND ALLIED PRODUCTS INDUSTRY 

WITH ALL MANUFACTURING INDUSTRIES, 1958-69

In millions
Percent profits after taxes of—

Net sales Stockholders' equity
Shipments Shipments Net profits after taxes— -

by all of chemi- ———————————— All manu- All manu- 
manu- cals and All manu- Chemicals factoring Chemicals factoring Chemicals 

factoring allied factoring and allied corpo- and allied corpo- and allied 
industries products corporations products rations' products rations' products 
(billions)

1958......
1959......
I960.......
1961......
1962.......
1963.......
1964.......
1965.......
1966.......
1967.......
1968.......
1969......

$326.8
369.1
368.7
370.8
397.4
420.4
448.0
492.0
538.5
548.5
603.7
655.3

$23. 174
26,298
26,585
27,290
29,273
31,778
34.261
37,477
40,797
42,347
46.465
43,698

112,670
16,340
15,198
15,311
17,719
19,483
23,211
27,521
30,937
29,008
3?. 069
33,248

$1,646
2,141
2,011
2,045
2,239
2,427
2,857
3,188
3,474
3,261
3,525
3,591

4.2
4.8
4.4
4.3
4.5
4.7
5.2
5.6
5.6
5.0
5.1
4.8

7.0
7.9
7.5
7.3
7.4
7.5
7.9
7.9
7.8
6.9
6.8
6.3

8.6
10.4
9.2
8.9
9.8

10.3
11.6
13.0
13.4
11.7
11.7
11.5

11.4
13.7
12.2
11.8
12.4
12.9
14.4
15.2
15.1
13.1
13.1
12.8

' Data on profits and profit ratios cover all manufacturing corporations, except newspapers, as reported by the Federal 
Trade Commission and the Securities and Exchange Commission.

Sources' Department of Commerce; Federal Trade Commission and Securities and Exchange Commission.
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PROVISIONS OF K.R. 1L870 

Tariff Reductio-i Authority

Section 201 of the Bill proposes that the President in 
order to carry out a trade agreement, be authorized to reduce 
U.S. import duties in effect on July 1. 1967 (final Kennedy 
Round rates effective January 1. 1972), by 20 percent or by 
2 percentage points (or the ad valorem equivalent thereof) . 
Any tariff reductions made under this authority would be imple 
mented in two equal stages one year apart. This authority vould 
remain in force until July 1, 1973. The usual pre-negotiation 
procedures of issuance of a public list, public hearings and 
Tariff Commission advice to the President will continue to 
apply.

The Administration has no intention of using this authority 
for any major tariff negotiation. The primary purpose for re 
questing the authority is to enable the President to offer new 
tariff concessions to compensate for duty increases or imposition 
of restrictions as a consequence of escape clause actions. With 
out such an authority, natio.i., adversely affected by an escape 
clause action would be likely to retaliate by raising duties or 
imposing restrictions against U.S. exports. The authority will 
enable the President to negotiate in such situations in accord 
ance with the established procedures of the GATT.

An authority to reduce,tariffs by 20 percent is requested 
because that depth of reduction has been found to be a satis 
factory rate for compensation purposes. The depth of the tariff 
reduction .uthority has a major impact on the number of items 
that h?- to be included in a compensation package. For example, 
if the Jnited States raised a rate from 20 to 40 percent on $5 
million of imports, then, in accordance with the gen .- ! prag 
matic practice, it would be expected to grant reductions of 
50 percent on the same volume of trade in compensation. In 
this case then the United States would have only a 20 percent 
authority, Xt would have to grant reductions of 20 percent on 
$12.5 million of imports, the trade volume compensating for the 
lower duty cut. A tariff reduction authority of i»n.y 10 percent, 
for example, would require compensation on $25 nuilicn of imports. 
The authority for 2 percentage points is for low duty items where 
a 20 percent reduction would provide little or no bargaining 
power.

It is possible that the authority might be useful in limited 
negotiations on one or several products to resolve trade problems 
causing difficulties for U.S. exporters. Most important in this



114

regard are tariff disparity problems where two-way trade exists 
in a commodity. For example, U.S. producers of poultry laying 
cages, lignin pitch and concrete olock making machinery have 
complained that U.S. tariffs on these products are lower than 
those of Canada and have requested negotiations to reduce 
Canadian tariffs to provide equal access to that market. Similar 
requests have arisen regarding beryllium copper strip exports 
to the U.K. and Japar, kyanite ore and diamond stylii exports 
to the. U.K.

The request to authorize the tariff reduction authority 
until July 1, 1973, is based on the prospect that the Com 
mission on World Trade will not complete its work until sometime 
in 1971. Time will then be required to develop long-term trade 
legislation which probably could not be presented to Congtess 
before the beginning of 1972. Since Congressional consideration 
of long-term trade legislation will probably be lengthy and the 
legislative year shortened by the 1972 elections, it appears 
desirable to extend the authority to June 30, 1973 to assure an 
adequate authority for handling cases involving compensation 
for escape clause actions.
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Appropriations Cor GATT

Section 202 of the proposed Trade  »  ol 1969 unends the Trade Expansion 
Act of 1962 by Adding 3 now Section 2/i'»> which would specifically authorize 
annual appropriations for the U.S. contribution to GA'ft.

Justification

The US contribution to the GATf has been funded out o£ the International 
Conferences and Contingencies appropriation of the Department of State budgets 
under central provision?! (annual) authority (Section 5 of P.L. S/i-885, 
approved August 1, 1956).

Funds for most international organisations arc appropriated pursuant 
to c specific, permanent Congressional authorization provided for in the 
fom of Public Lau or Senate consent to ratification of a treaty or con 
vention. Since the GATT has the legal status of an executive agrecrcnt   .. 
entered into pursuant to trpde agreements legislation, specific authori 
zation has not been provided in the usual manner.

As the world's largest trading nation, the US has a major stake in 
supporting CATT, which is the aaiu forura for reducini trade barriers and 
expanding uorld coctacrce. It would be appropriate ;-».d would permit 
sounder budget tianageaent to provide the some kin- of legislative 
authorization for the CATT as exists for US contributions to international 
organizations generally.

What the US Obtains fron. Participating in CAYT

The General Agreement provides the legal francwork within which over 
80 percent of the world's corjraerce is conducted. The US was one of the 
prime oovers in GATT's formulation after World War II as a noans of 
estnbllsr'ag a freer world trading system that would contribute to ccono- 
nic grouth, sounjer allocation of resources, higher standards of living, 
and amicable relations anong trading naticns. Seventy-seven countries 
are now cor.tracting parties, one is a provisional member, anil the CATT is 
applied dc facto in trade with 13 additional countries.

Through a series of tariff negotiations conducted under GAIT oegis, 
duties on a najor portion of free uorld con.-n.-ree have been significantly 
reduced and bound. Lowing of these barriers has been a major factor in 
the rapid expansion of trade and economic grouth in the past two decades. 
The binfiings incorporated ir. CATT cover billions of dollars worth of ex 
ports and provide essential stability to world coianvrcu.

The CATT ah'-o contains a code of fair practices which racrabers are 
legally cesaitttd to i-pi-ly. The very existence of thin code acts as 
3 deterrent to the adoption of restrictive or discriminatory measures 
or practices. In the event of violations or special jiroulcii situations, 
however, the Apre<«nt piovli'cs n fri.'it-wor!; for eliniustion 01 the fiction 
or cos-pensntion for dy >ije. As ti>c vorld'^ largc-.'C tiadii:.; oatien, the
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US has a nnjor stake in maintaining the intcgrlt) of the General Agreement 
and its prestige as a forura for further negotiations to achieve such 
important US objectives as Hit red.iitlo of non-tariff barriers and the 
elimination of various foreign practices inimical to our fnna exports.

The PATT POPS Not Infringe upon Conprcss* Const!tutional Pouer to 
Resulatc Tariffs

The GATT, like other trade agrcenc-nts entered into by the US, is 
an executive agrtenent carried out pursuant to the authority constitu 
tionally delegated by the Con&rcss to the President under the Tariff 
Act of 1930 and the Trade Agretncnts Act of 1934. -The CONTKACTING PARTIES 
to GATT have no authority to place any new or greater obligation on the 
US without our consent.

Why tho CATT Vis tipver DQCII Subnttted to Congress for Approval

Congress has by legislation given the President prior authorization 
to enter into trade ap.recr.cuts and to modify duties and other import 
restrictions to carr> out these trade agrccnents. Section 350(a) of 
the Tariff Act of 1930, as added Co by the Trade Agreements Act of 1934, 
provides for the President to "enter into foreifin trade agreements" 
vithin a particular period of tine and authorized hin to proclaim modi 
fications of existing duties and other iraporC restrictions or the con 
tinuance of custw.s or excise treatment to carry out such agreements. 
Since 1962, the general authority umk-r which we have negotiated in the 
CATT has been the Trade Expansion Act of 19C2.

In passing such legi^I^ti^n, the Congress intended, among other 
things, to relieve its Dealers of the complex and tirjc-consusing responsi- 
biliticr. associated uith the adjustment of tariff duties. The language 
referred to abuvc rakes it clear that Congress also intended that trad? 
agreements sh&uld cover tr.;Jc c&.itrols otlitr than tariffs. There is no 
need to suK.it to Congress a trade ajtoc-ent concluded purscant to this 
prior authorization.

CATT Kfflcifney and tliF US Cgntributton

The US contribution it- ti^l! , both in terns of dollars ($571,440) 
and perconta^i (jl.Q-it 16" of a taMl ( ^tj-ct of S3,C7C,000). The GATT has 
been tffitl-.iitly musf/i), ,m-l a seriou". effort has been nadc Co hold 
budf.c-i incn-u '.(.*. to ti.<. ttft- j.jfir> r..iiii.-.uz-, e.g. the 19/0 b-jdt't provides 
for only Uo r<u piofvS'Uor-jl level poiltic-iii. Tin- US has consistently 
tak<» an a>r-t'ic (/ositlon ur. tht. GAVT bod^ct, and ue are satisfied that 
thir i'^ a v«a*.oniblc and nfn-ssary Uv!30vt,
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CATT Budget and U.S. Contribution 

1968 - 1970

CATr Expenditure Budget* U.S. Contribution U.S. Percentage
of total 

1970 $3,678,000 $571,440 16.43

1969 $3,364,500 $508,790 16.03 

1968 $3,318,000 $502,750 15.91

Comparison ulth OKCD and UNCTAD

1970 OECO Budget2 $19,182,000 US Contribution $4,585,000 25_.007. 

1970 UHCXAP Budget2 $8,911,200 US Contribution $2,525,600 31.57% 

1970 iATT Budget $3,678,000 US Contribution $ 571,440 16.437.

1. Expenditure budget ninus alsccllancous income a:U funds carried 
forward equals assessment budget.

2. estimates
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CA'fT KciabcrshI p

1. Contracting parties to the CATT(77)

Argentina
" Australia
Austria
Barbados
Belgium
Brazil
Burma
Burundi
Cameroon
Canada

, Greece
Guyana
Haiti
Iceland
India
Indonesia
Ireland
Icracl
Italy
Ivory Coast

Central African Republic Jamaica
Ceylon
Chad
Chile
Congo (Brazzaville)
Cuba
Cyprus
Czechoslovakia
Dahoincy
Denmark
Dominican Republic
Finland
France
Gabon
Gambia
Germany i Fed. Rep.
Ghana

2. Tunisia has acceded

3. Countries to vho«c

Jopan
Kenya
Korea
Kuual t
Luxemburg
Madagascar
Malaw5
Malaysia
Mal-.a
Mauritania
Netherlands,
Kingdom of the

New Zealand
Nicaragua

of Klger

provisionally.

territories the f-.\TT ha*
as independent States, maintain c <Je me to
pcndlnp, fii>a) di-cii

"Algeria
Botswana
Caahodia
Congo, Den. Rep. of

Nigeria, Fed. Republic of
Norway
Pakistan
.Peru
Poland
Portugal
Rhodcsia
Ruanda
Senegal
Sierra Leone
South Africa
Spain
Sweden
Switzerland
Tanzania
Togo
Trinidad and Tobago
Turkey
Uganda
United Arab Republic*
United Kingdom of Great
Britain and northern Ireland

United States of America
Upper Volta
Uruguay
Yugoslavia

been amllrd nr.d which now.
application of the CATT

ioisas to thijr futuro to-i-»creial polJcier- (13)

Lesotho
Maldivf Islands
Mall
Kauri Lius

Singapore-
Southern Ycntn
Swaziland
Zambia

Equatorial Guinea

* UAR has conpleicd accession negotiations and will become a conker 
within a few weeks.
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Scale of GATT Contributions
'(in US dollars)

Contracting Party

Argentina
Australia
Austria
Barbados
Belgium
Brazil
Burma
Burundi
Cameroon
Canada
Central African Rep.
Ceylon
Chad
Chile
Congo (B)
Cuba
Cyprus
Czechoslovakia
Dahomey
Denmark
Dominican Rep.
Finland
France
Gabon
Gambia
Germany, Fed. Rep.
Ghana
Greece
Guyana ,
Haiti
Iceland
India
Indonesia
Ireland
Israel
Italy.
Ivory Coast
Jamaica
Japan
Kenya
Korea, Rep. of
Kuwait
Luxembourg
Madagascar
Malawi
Malaysia
Malta
Mauritania

PerccntiRe 1969 1970

0.68
1.91

,1.09
0.12
3.56
0.92
0.12
0.12
0.12
5.87
0.12
0.19
0.12
0.43
0.12
0.42
0.12
1.55
0.12
1.49

"0.12
0.84
6.54
0.12
0.12

10.59
0.17
0.45
0.12
0.12
0.12
1.13
0.35
0.48
0.38
4.81
0.16
0.15
5.83
0.15
0.36
0.47
0.31
0.12
0.12
0.62
0.12
0.12

23,800
62,530
35,230
3,810

112,990
27,610
3,810
3,810
3,810

178,060
3,810
6,670
3,810

12,380
3,810

14,280
3,810

51,740
3,810

. 48,880
3,810

28,570
206,310

3,810
3,810

336,760
5,710

14,280
3,810
3,810
3,810

39,990
11,740
15,550
11,740

148,230
5,080
4,760

173,300
5,080
8,570

14,920
9,840
3,810
3,810

20,950
3,810
3,810

23,650
66,430
37,910
4,170

123,820
32 ,000
4,170
4,170
4,170

204,160
4,170
6,610
4,170

14,960
4,170

14,610
4,170

53,910
4,170

51,830
4,170

29,220
227,460

4,I7C
4,170

368,320
5,920

15,650
4,170
4,170
4,170

39,300
12,180
16,700
13,220

167,290
5,570
5,220

202,770
5,220

IS, 520
16,350
10,780
4,170
4,170

21,570
4,170
4,170
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Netherlands 4.54 145,050 157,900
New Zealand 0.52 18,410 18,090
Nicaragua 0.12 3,810 4,170
Niger 0.12 3,810 4,170
Nigeria O.,ii 13,010 11,830
Norway 1.13 36,180 39,300
Pakistan 0.43 14,280 14,960
Peru ' 0.41 13,330 14,260
Poland 1.41 45,070 49,040
Portugal ' 0.68 22,220 23,650
Rhodesia 0.15 5,710 5,220
Rwanda 0.12 3,810 4,170
Senegal 0.12 3,810 4,170
Sierra Leone 0.12 3,810 4,170
South Africa 1.23 39,670 42,780
Spain . 1.29 41,260 44,870
Sweden 2.44 79,030 84,870
Switzerland 1.96 64,110 68,170
Tanzania 0.12 4,130 4,170
Togo . .0.12 3,810 4,170
Trinidad and Tobago 0.23 7,620 3,000
Turkey 0.32 10,470 U.130
Uganda 0.12 3,810 4,170
United Kingdon , 9.73 317,720 338,410
United States 16.43 508,790 571,440
Upper Volta 0.12 3,810 4,170
Uruguay 0.12   3,810 4,170
Yugoslavia 0.76 24,440 26,440

Associated Governments;

Cambodia   0.12 3,810 4,170 
Tunisia 0.12 3,810 4,170 
United Arab Rep.* 0.38 13,650 . 13.220

3,478,000

The percentage assessed on each member is in proportion to its share 
o£ world trade (tsinircun 0.12%) in the most recent three year period 
for which statistics are available.

The UAR will bccos:e a contracting party this year.



121

Amendment of Retaliatory Provisions 
of the Trade Expansion Act

Section 203 of the bill proposes two amendments to section 
252 of the Trade Expansion Act to strengthen the negotiating 
power of the President when our trading partners are considering 
proposals or have taken actions which adversely affect our export 
interests. Section 252, although invoked only once in the famous 
"Chicken War", has provided the Executive Branch with a deterrent 
power which has been effective in a number of instances in recent 
years to prevent countries from taking actions which would 
adversely affect U.S. exports. Though these cases cannot be 
detailed here, it is public knowledge that the United States has 
notified the EEC of its intention to take retaliatory action if 
the latter imposes a tax on fats and oils.

The defect in the authority as it is now written, which if 
removed would make it more useful, involves one word, "agricul 
tural". At present, if a country imposes unjustifiable restric 
tions against U.S. industrial exports, the President's power is 
limited, in the case of agricultural products, section 252 
currently authorizes the president to impose duties or other 
import restrictions to the extant he deems necessary and appro 
priate to obtain equitable access to markets of countries imposing 
or maintaining restrictions against U.S. agricultural exports. 
This authority gives the president full and wide negotiating 
power and leverage.

in the case of restrictions on U.S. industrial exports, 
however, the President f,n the same circumstance can only impose 
the statutory rate of duty. Thus, if a country discriminates 
or ieposes unreasonable restrictions against U.S. automobile 
vxports. the President can rai»a the duty to the statutory limit 
of 10 percent and no higher. He can. of course, take action on 
other industrial products at the sane tise but these actions 
may not resolve the problem in automobiles. Thus, the Adminis 
tration is recommending deletion of the word "agricultural" in 
subsection (a)(3) of section 252 so that the President will 
have the sane authority for both agricultural and industrial 
products.

The second ataendeent proposed for section 252 authorizes 
the president to remove benefits of our trade concessions to
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countries which provide subsidies or other incentives to their 
exports to third markets and thereby adversely affect U.S. ex 
ports in the same market. At prc---nt. such subsidies and 
incentives on dutiable imports into the United States can be 
nullified by the countervailing duty law. However, the President 
has no specific authority to act with respect to subsidies to 
third markets which affect our exports. The Administration con 
siders this authority will be useful in maintaining fair treatment 
for U.S. exports, particularly in the agricultural area where 
subsidization is practiced fairly widely by a number of countries.
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Escape Clause

The escape clause provisions 01 the Trade Expansion Act 
(TEA) are too rigid and generally have not worked. In only 
one of the 16 cases filed for relief under the TEA has the 
Tariff Consnission made an affirmative finding of a threat of 
injury. In two other cases, the Commission was equally divided.

The Administration is therefore proposing two amendments 
to ease the criteria for obtaining escape clause relief. Both 
amendments are consistent with the long established concept that 
relief should be available for an industry injured by iroports 
since our philosophy has bc-frji that no single person or group 
should bear the brunt of a trade program undertaken in the 
national interest.

The first amendment will delete the wcausi..l relationship" 
between an increase in imports and a tariff concession. In 
considering escape clause petitions under present law. the 
Commission must first determine that an increase in imports 
has occurred "as a result in major part" of tariff concessions. 
Of the 16 cases investigated by the Commission, 13 failed to 
aeet this test and therefore did not qualify for the injury 
test. Almost all of our tariff classifications are subject to 
concessions granted in one or more of six multilateral tariff 
negotiations dating back to 1947, and in many cases in bilateral 
agreements of the mid-30's. To deny relief on the basis that a 
concession granted in 1951 or 1962 is not the major cause of 
imports in 1969 is inconsistent with the clear fact that in many 
cases inports would be very small or nonexistent if no tariff 
concessions had been made. The key issue in escape clause cases 
should be whether an industry is experiencing or threatened 
with serious injury frora increased imports. The cause of an 
increase in imports may be relevant to the question of whether 
serious injury has occurred and to the type of remedy that may 
be needed. Since almost all products are subject to tariff 
concessions, it no longer appears to be the initial question for 
consideration of petitions.

The second anend-aent proposes a clarification of the causal 
relation between increased imports and injury. In the pres«nt 
law, an increase in iiaports must be "the major factor" in causing 
ox threatening serious injury. The proposed aaendsent substitutes 
"pritaary cause" for "major factor" because the latter has been 
interpreted to mean more than SO percent of all causes and thus 
appears overly rigid. "Primary cause" means greater than any 
other single cause but not greater than all other causes cocbincd, 
thus naklng the injury test nore realistic and easier to ncct in 
soce cases.
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The rationale for using the word "primary" is as follows:

The term "major factor" mcai.L that an increase in imports 
must be a greater cause of injury than all other causes combined. 
The competitive effect of increased imports in a particular case 
may be very severe, and may be the single most important cause 
of an industry's plight. Yet the injury from increased imports 
atill might not outweigh the cumulative effect of all other 
factors. Under the current law, escape clause relief would 
probably be denied.

Usually, the typical industry experiencing severe import 
competition is beset with a number of difficulties, including 
changing technology and style, competition from other products, 
changes in consumer habits, and plant obsolescence to name a 
few. To require, in theory as well as in fact, that an increase 
in imports be judged to account for at least 50.1 percent of 
the causes of injury before relief can be granted is a very 
rigid test and a difficult evaluation to make. A fairer and 
more practicable test, and on<! that is easier to make, would 
be the singling out of an increase in imports as the most 
important of all causes of injury but not necessarily greater 
tha'n all causes combined. Thus the term "the primary cause" for 
the industry-wide escape clause test is being recommended.

Substitution of "the primary cause" for "major factor" also 
raises the question of reverting to the criterion in section 7 
of the Trade Agreements Amendment Act of 1951 under which the 
Commission had to find that an increase in imports had con 
tributed "substantially" to injury. The word "substantial" is 
not considered to be a suitable criterion for the causal rela 
tionship between imports and injury in an industry-wide petition 
because it is too imprecise. Dictionaries define "substantial" 
as meaning considerable, large, or strong. To some the word 
"substantial" also connotes only something more than "de minimus" 
and with this wide area of interpretation, it is not considered 
to be a proper test for industry-wide tariff relief with its 
broad international repercussions.
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Escape Clause Investigations under the Trade Expansion Act of 1962

Affirmative Negative 
finding finding

1. Household china tableware I/ 
and kitchenware

2. Earthenware table I/
and kitchen articles X

3. Hatters' fur I/ X

l». Softwood lumber I/ X

5. Whisky X

6. Umbrellas and parts X

7. Watches, watch movements and parts X

8. Mushrooms, prepared or preserved X

9. Ice skates and parts X

10. Eyeglass frames and mountings X

11. Barbers' chairs X

12. Brooncorn X

13. Canned sardines X

ll». Pianos,
Piano parts X

15. Sheet glass, 2/
Other glass X

16. Barbers' chairs £/

17. Umbrellas and parts Pending

1?Investigation pending under section 7 of the Trade Agreeaents Extension
Act of 1951, as amended, on the date of enactnent of the Trade Expansion
Act (Oct. 11, 1962), and vas continued under section 301 of the TSA.
2/ The vote of the Commission was equally divided. The President accepted
the affirmative finding as the finding of the Commission.
3/ The vote of the Coamission was equally divided. The President tcay accept
the findings of either group as the finding of the Commission. The Commission's
report vas submitted to the President April 21, 1970. As of May 8, 1970, the
President had not announced a decision in this case.

44-813 O - 70 - 9
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Trade Adjustment Assistance

Assistance to firms and workers in adjustirig to an injurious impact froa 
iaport competition was first provided in the- Trade Expansion Act of 196?. 
SJL'ICC the Act was passed, the Tariff Commission has received 30 petitions 
for a determination of eligibility for.assistance (10 from firms and 20 
from groups of workers). An affirmative determination was not made by 
the Commission until November 19&9 on the 16th petition received. Of 
the 30 petitions which have been submitted to the Comnission, negative 
determinations have been made on 13, the Commission divided evenly on 2 
(the effect being a negative determination), affirmative determinations 
have been made on 6, 2 were withdrawn, and 7 are pending. As part ox' 
escape clause decisions, firms and workers in the piano and sheet glass 
industries have been authorized by the President to apply for adjustment 
assistance; several firms and groups of workers froa these industries 
have already applied to the Secretaries of Commerce and labor.

The United States needs a more effec-t lve adjustaent assistance program 
as a companion to tariff relief to pc-,u *-. assistance to be pinpointed 
to injured firms and workers within industries which may on the whole 
be able to compete with imports. Adjustment assistance which is 
designed to deal with problems which are essentially localized and 
temporary would reduce reliance on import restrictive devices. To 
make adjustment assistance more readily available to firms and workers 
seriously injured by imports, the Trade Expansion Act would be amended 
in four major respects.

1. The Trade Act of 1969 proposes to delete the causal relationship 
between an increase in imports and a tariff concession. In con 
sidering adjustment assistance petitions under present law, the 
Commission must first determine that an increase in imports has 
occurred "as a result in major part" of tariff concessions. Of 
the cases completed by the Commission, 13 failed to meet this test 
and therefore did not qualify for the injury test; in two others, 
the Commission divided evenly and the effect was also a negative 
determination. Almost all of our tariff classifications are subject 
to concessions granted in 6 multilateral tariff negotiations dating 
back to 19V7, and in many cases in bilateral agreements of the 
ciid-30's. To deny relief on the basis that a concession granted 
in 1951 or 1962 is not the major cause of imports in 1970 is in 
consistent with the clear fact that in many cases imports would 
be very small or non«existent if no tariff concessions had been 
made. The key issue in adjustment assistance cases should be 
whether a firm or group of workers is suffering serious injury 
from increased imports, not the cause of the imports. The cause 
of an increase in imports should no longer be the initial 
question for consideration of adjustment assistance since almost 
all products are subject to tariff concessions.
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2. The biH would change the required cnusol relatlonsliip between 
injury to workers and firms enc" increased icports frca 'teajor 
factor" to "substantial cause." "Major factor" has been 
interpreted to nxjon at least 51 percent of ell causes whereas 
"substantial cause" la intended to ESO.- an actual and considerable 
cause but not necessarily one that is greater than any ether single 
cause. This is not as strict as 'bajor" and eliminates the 
necessity of determining the relative order of importance of any 
individual cause. It is clearly the intent!'A of the Administra 
tion that adjustment assistance be extended *o firns and groups 
of workerc when needed. Such decisions involving one or several 
firms or a group of workers do not involve decisions of nation 
wide significance. They are more oriented to individual towns, 
cities, ccnsBunitieo, and plants. To maximize the opportunity 
for firms and groups of workers to obtain adjustment assistance, 
and at the eacie tine maintain an appropriate link to on increase 
of imports as a cause of :»ericras injury, the Administration con 
siders that the tern "substantial cause" as defined above is 
clearly Justified and desirable.

3- The proposeu bill transfers the functions of leaking determinations 
with regard to the existence and cav >t injury froa the Tariff 
Commission to the President. It Is . leved that the President 
will in turn delegate this authority to an intcrageney board. The 
purpose of this transfer is to make a clear distinction between 
escape-clause and adjustment assistance findings. Escape-clause 
findings impinge directly on our international trade relationships 
and it is therefore appropriate for such findings to be made by a 
body like the Tariff Ccssission which has bipartisan membership 
and the ability to subpoena witnesses and data. Both aubstantlvely 
and administratively, ndjucteent assistance cases can be handled 
most efficaciously by an intcrageney hoard which includes Depart 
ments which are already responsible for related dccestlc prograas.

fact-finding investigations wiU continue to be cade by the 
Cccsaission.

It. The bill would further anend the criteria for granting adjustment 
assistance to firss by providing that they eay apply when "appro 
priate subdivisions" have suffered Jjg>ort injury. Under the TEA, 
workers in subdivisions such as plants cay already apply but 
firms iL-ust demonstrate serious injury to thsir whole structures. 
Toe tera "appropriate subdivision" io Intended to rcean an eotab- 
liohaent in a jsulti-estnbllshsent fins which produces the donestic 
article in question or a distinct part or section of an estab 
lishment wldch produces the article.
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firm lv-l.il.ionr I'or A<l.iu:-.tiiu-iit Asr.irl.'uiQ"

1.
2.
3.
l».
';.
6.
Y.
8.
9.

10.

l.
t.

3.i).
^.
6.
7.
8.
»).

10.
11.3,'.
1 *.
',.
**•

l>.

(.»-*.
»'.

.'0.

I/

Household china tableware
Sorfiiw. fxluconate
Crudr pctrolcusi
Coramic floor and wall tile
CVrwnic floor and wall tile
Plywood door skins
Ivirtors 1 chairs
IUirl>crr.' chairs
Berbers' chairs
Women's .'me! mis.-.cr 1 <lreus r.lio^r

Workor r.'tjtions For

I 'nn^ii , u ! :io turv< I ," i tic
IVaiirlrtor raJior-
Iron ore
Cotton !i'-otin(:
Coranio s.x?saic til.
Certain ci>rwJU tilvJ
fc-n'r wi'H aiiO- r
Iftittwi-lt !>![••" 4 tuHif
'iV-u»nr.i:- . ic-i- tow. iv.
Tr'ir "^i * "ii n C''W % i •"
tVrari' ("Joi^r HIM will til<-
*r>cjur!^i. , ion tow> r."
"vuVl • r-." ii'l'"''! *";ii ri»* lootw^ar
l?il 1 ••« -.'«'V '1 lulii«- HxitW' ar
Wit ji 1 : if.l »i.\-. .-' ,|(» r-r ;:li<- ;
Wm'-ii*. inl"»irt:,.' .(>-,.•; ;;><«.;
W.<".-"'. :ui I rd.'." . ' II..T .•.!.<»'..
Vojt n 1 . us-l ri:..' : ' •!«• ;•;* -l,i>c-.'
K'-li'r, j't>athr-', an 1 l-oys 1 -olt il

Piey«-l^ tiitj aurJ tubes

!'« tU-icti will. Ir iws'.

Arj'iimativi" Nc-r.ativ'-
determination dctc-rminatiun

X
X
X

I/
X

§/ §/
X
X

2/ E/ .
Ponding

A'l,iu:.tmfnt Asr.istinf;i

Arrirntttiv- flcrativc
fir torminatir-n d'-tcrni nuticn

X
X
X
X
X

U
X

X
X

X
X
X
X

I* -It'll til'
iv.vlin.!
I'fn'lim;
r^ii'iliw'
Pt-n-lin,;

Pending

th ti- iu •» u'-i:«tiv
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'Adjustment Assistance for Firms

As a result of the February escape clavs'* actions on uprlgl.c pianos 
and shoet glass, firms in those industries have been authorized to 
request the Secretary of Commerce for certification of eligibility 
to apply for adjustment assistance. Several firms in these industries 
have contacted the Department of Commerce and arc receiving advice on 
application procedure., and requirements and one firm has submitted a 
formal application. In addition, one petition by an individual firm 
for a determination of eligibility to apply for adjustment assistance 
Is currently pending before the Tariff Commission.

Under section 302(j)(2) of tho Trade Expansion Act of 1962 the President 
may provide, with respect to an industry on which an affirmative escape 
clause finding has been rjde by the Tariff Commission, that its firms 
nay request the Secretary of Commerce for certifications of eligibility 
to apply for adjustment assistance. In such cases, the Secretary is 
required to certify as eligible to apply, any firm which has shown 
to the satisfaction of the Spcretary that increased Imports have caus:d 
serious injury or threat thereof to ..uch firm. If an affirmative finding 
is made by the Tariff Commission on ihe application of an individual 
firm for adjustment assistance, the Secretary of Commerce under authority 
delegated by the President may cer'ify the firm eligible to apply for such 
assistance.

A firsi certified eligible to apply for adjustment assistance may within 
two years of the date of certification file an application for adjustment 
assistance and must submit its adjustment proposal giving details of the 
firm's plan to use the assistance requested. The proposal may be accepted 
if it is found: (1) to be reasonably calculated to contribute materially 
to the economic adjustment of the firm, (2) to give adequate consideration 
to the interests of the workers of such flr.n, and (3) to demonstrate 
that the firm will cake all reasonable efforts to use its own resources 
for economic development.

Upon certification of a firm's adjustment proposal, the Secretary is 
required to refer each certified proposal to the agency or agencies 
that he determines to be the appropriate ones to render the necessary 
assistance. If such agencies are unable to provide technical or financial 
assistance, the Department of Coa&erce may furnish such assistance.

Three types of assistance -- technical, financial, and tax assistance -- 
are authorized.

Technical assistance cay be provided ir preparing a sound adjustment 
proposal and it may be provided under the certified proposal if 16 
will soterlaliy contribute to the economic adjustment of the firm. In
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approving technical assistance, the Secretary may require the recipient 
firm to shore the cost to the extent he deems appropriate.

Financial assistance nay be provided in maturities up to 25 years in the 
fora of guarantees of loans, agreement for deferred participations in 
loans, or direct loans. To the maximum extent possible, financial 
assistance is to be provided through agencies furnishing such assistance 
under other laws. No financial asiistancc may be provided unless it is 
determined that it Is not otherwise available on reasonable terms from 
sources other than the U.S. Government. There must also be reasonable 
assurance of the firm's ability to repay the loan. The Secretary may 
require security for any financial assistance if he deems it appropriate ~~ 
Any loan or deferred participation under the program must be at an interest 
rate not less than the greater of it percent or a rate determined by the 
Secretary of the Treasury taking into consideration the current average 
market yields on outstanding interest-bearing marketable public debt 
obligations of the United States of maturities comparable to those of 
loans nadc. under the adjustment assistance program.

Financial assistance may be provided for acquisition, construction, 
installation, modernization, developEont, conversion, or expansion of 
lond, plant, buildings, equipment, facilities, or machinery or, In 
exceptional cases, to supply working capital.

Tix assistance may be given in the form of two additional years to 
carry back a net operating loss beyond the three years available to all 
businesses under the Internal Rcvenje Code. A firm Incurring a loss siay 
therefore deduct the loss froa taxable income received in the previous 
five years In which net profits were earned and receive a refund for the 
araount of the differences between the tax actually paid and the amount 
that would have been paid on the reduced taxable income. Firms that 
would benefit from the two additional carryback years would be, for 
example, those whose profits in the preceding three years did not equal 
or exceed the loss In the current year but who did have profits in the 
fourth and fifth preceding years. A flrn must apply for tax assistance 
within 24 months «fter thu close of the taxable year in which it has 
sustained the net operating loss it wishes to carryback. The Secretary 
of Cosaerce "JSt determine that the alleged loss arose predominantly 
fr<o the carrying op of a trade or business which was found to be 
seriously Injured as a result of Increased Imports. The Secretary must 
also determine that the tax fla»!stance will materially contribute to 
the ccononic adjuslncnt of the fira mid that the proceeds will be used 
for purposes approved in the certifies «djustn-i»t proposal.

The anticipated budgetary require-sents for adjustment assistance during 
FY 71 are $12.6 million.
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Adjustment Assistance for Workers

I. Trade Expansion Act Recuireiacnts

To obtain adjustment assistance under the Trade Expansion Act of 1.962, 
in the case of ft firm or group of workers, it must be deterained that 
increased imports vere the major factor causing their serious injury 
(for workers, unemployment or underemployment) and that the increased 
imports were caused, again in major part, by tariff concessions. The 
Tariff Commission is responsible for determining whether theoe criteria 
are net. In the event of a favorable finding, the Department of Labor 
has the responsibility for administering the assistance program for 
workers.

The Department of Labor is respo.-.cible for issuing certifications which 
enable .State Baploymeut .Security agencies lacting as agef.ts of the 
Department in administering the program) to decide whether a particular 
individual is eligible for trade adjustment assistance. The Depart 
ment's certification is intended to insure that assistance is given 
to the workers of tnc group who were dislocated as a result of the 
specified increase in imports and that assistance is not given to 
workers dislocated for other reasons.

Operation of Adjustment Assistance Under the Trade Expansion Act of 1?62

Since iy62, the Tariff Commission hao instituted investigations of 80 
petitions for adjustment as-.istonce filed by groups of workers. Favorable 
determinations were made In 6 cases, negative determinations were na-lc 
in 7 cases, one petition was withdrawn during the course of the investi 
gation and 6 cases were pending determination as of May 1, iy(0. The 
Department of Labor has issued certifications covering approximately 
850-1,000 workers und, an of May 1, individuals have received over 
$500 thousand in cash benefits.

in addition, one group of workers in the sheet glass industry ami or.c 
in the piano industry have applied directly to the Secretary of 1/jbor 
for certification under the terns of the President 1 .-, action in Wirch 
1970 with rr.-.pect to the "escape clause" petition for the industry.

Benefits Available to 'iorkers

In order to be eligible for adjiuotn.c..t assistance, an individual vorXcr 
must apply to the local B-jployroent Security Agency office and be found 
to:
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a. be a member of the group cpeclfied in the certification;

b. have become unenploycd c> underemployed after the Impact 
date set in the certification;

c. jaeet the nonaol State requirements with regard to availa 
bility for work;

d. have been gainfully e-iploycd for at least half of the three 
years Immediately preceding hlo layoffs; and

e. have been employed for at least half of the year preceding 
layoff in a firm found to have been affected by increased 
Imports.

Eligible individuals receive:

1. FIQ1 acceos to State agency cervicee with regard to counseling, 
testing, Job referral and training programs. When travel to or 
temporary residence at training locations is required, the 
adjustment assistance programs provides both travel funds and 
subsistence allowances.

2. Cash readjustment allowances in place of unemployment insurance. 
The allowance is equal to 65 percent of the worker's average 
weekly wage, or to 65 percent of the national average weekly 
wage in manufacturing, whichever Is less ($85 is the maximum, 
effective April 1970). Allowances are reduced by 50 percent 
of what a worker may receive for work performed during a given 
week, and the total of earned income end adjustment allowances 
ray not exceed 75 percent of the worker's average weekly wage.

Duration of readjustment allowances Is normally limited to 52 
weeks, but up to 26 additional veeks may be allowed to complete 
approved training courses and up to 13 additional weeks is paid 
workers who were over 60 when originally separated. The 52 
weeks of allowances need not be used at one time but can be 
spread over several years.

3. Cash relocation allowances covering basic moving expenses and a 
cash lump cum payment equivalent to two nnd a half times the 
average weekly manufacturing wage ore available. A totally
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uneraployed worker who is the head of a fanily nay receive nuch 
payments when there is no sui 1 -bio Job for him in hie own area 
and a suitable job has been found for him, or he has located one 
hJUnself in another city. The worker must, of course, be willing 
to novc.

Proposed Changes in Labor Departnant Procedures

The Labor Departoent is teplcmcntine prograns to iirprove ways to pro 
vide trade-dislocated workers with the help they need to re-establish 
thcBSelves in the econo.qy. The e *l i= not aerely to provide cash 
benefits but to assist the workers to return to stable Jobs that offer 
pronpects for advancement.

An "early warning" system has been propose to provldo an alert about 
industries frora which application-, for assistance are isost likely to 
cone. This would permit advance plannlrx? and preparation for all 
phases of the assistance progran r.nd expedite the adjustsxnit process.

The Department is also devising better ways to provide displaced workers 
with a wider range of training arid Job opportunities individually 
tailored to their specific needs. An adjustment teas ccapoccd of 
representatives of the employment service, the employer, and the 
workers would be an Integral factor In teplcsttnting this.

Private enterprise will be cncour.vgcd to lend its talents and cr-cr^ics 
to advance planning and relocating or retraining displaced workers.

Anticipated Otscload tuxl Costs

»*i the basis of workers' casor, already certified tuA thoac which car. be 
clearly antlclpc.tcd, it is expected thtt the Labor Deparuscnt budget for 
thlc prognta will be about $2^ lallllon for the remainder of cY ly'ju ard 
about ?J«3 nillion in W l/fl. The budget will indu-le i>aycs..t of caau 
rendjuotijcnt allowances, tralDii^ cc^tt, ar.d relocation cxi-ei^cs for 
approximately lO,^^ workers frfia t>«-tJS platita. Thcte estimates arc 
based prlu^irili- 0:1 actual or Imluctit. <Ujj.ucatlo;t^ in the steel, lost- 
wear, piano awl glstar. Industrie.. Jt is. recognized thnt tiitf potential 
for cddltionnl pctitl-jisa for asr.is^winio rxir.ts lit th^r."1 arnl othsr 
Inductrica. There huvc, for cx/n.jjlc, U?en direct Indications tl»t 
petitiotio can be expected fru« the auto and electronic^ industries.
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The Comission on International 
Trade and ! >'csu&cnc Policy

In his November 18, 1969 message to the Congress on the tr.ide bill, 
President Nixon declared his intention to appoint, a Cormisslon to "ex 
amine the entire range of our trade and related policies, to analyze 
the problems we arc likely to face in the 1970's, and to prepare recom 
mendations on what we would do about then," The Commission will be em 
powered to call upon the Tariff Collision and agencies of the Executive 
Branch for advice, support and assistance but "its rccoroendations will 
be its own."

In his February 1970 report to the Congress on U.S. Foreign Policy 
for the 1970's, the President restated his intention to establish a 
Commission on International Trade and Investment Policy to help develop 
approaches to the "new challenges for U.S. trade policy" as follows:

 Trade and Investment: Foreign investment, symbolized by the 
multinational corporation, has become increasingly important in 
relation to the flows of goods which have been the focus of tra 
ditional trade policy. We r.ust explore nore fully the relation 
ship between our trade and foreign investment policies.

 -Trade Adjustment: We must learn how better to adjust our own 
economy to the dynamic forces of world trade, so that we can pursue 
our objective of freer t'.ide withovt unartppfahle do~*«tic disrup 
tion.

 East-West Trade; We look forward CO "the titae when our relations 
with the Cor.nunist countries will have improved to the point where 
trade relations can increase between us.

 The European Conraunity; We will watch with great interest the 
developing relations between the European Consunity and other 
nations, socc of which have applied for oertership. The Cotssunity's 
trade policies will be of increasing importance to our own trade 
policy in the years ahead.

The terns of reference and prospective tser-Lership of the C»r«ission 
are now und.r consideration in the White House and a decision is expected 
soon.
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FOR IMMEDIATE RELEASE APRIL 7, 1970 

Office of the V/hitc House Press Secretary

THE WHITE HOUSE

The President today announced the appointment of Albert L. Williams of 
Armonk, New York, as Chairman of the President's Commission on 
International Trade and Investment Policy.

\S illiami, 59, has been Chairman of the Executive Committee of the Board 
of Directors of International Business Machines Corporation since 1966.

The President announced his intention to appoint this Commission in his 
November 18 Trade Message to Congress, in which he submitted his first 
trade bill to provide a necessary beginning in thin fieH. At that time, he 
reaffirmed his belief in the principle of freer trade but noted that the 
world trading situation had changed dramatically and that U.S. trade policy 
could therefore no longer be viewed in the traditional manner of simply 
choosing between free trade and protectionism. He has, therefore, charged 
the Commission to examine the whole range, of U.S. trade and related policies, 
and to recommend any needed changes in them to meet the challenges and 
problems of the 1970's.

Vdlliams attended Beckley College (W. Vs..) from m8-1930. H« then 
became an accountant fur the Commonwealth of Pennsylvania and joined 
IBM ac a student sales representative in 1936. He became a sales 
representative tn 1937 and comptroller of the corporation in 1942. V illiams 
became treasurer in 19-J7 and a vice president in 1948. In 1951 he became 
a Director of IBM »nd perved as Executive Vice President from 1954 until 
1961 when he was made President, the position he held prior to assuming 
his present title.
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Agricultural Exports Shipped under HrJf&O ft-ogroas, 1968

Country

Total- ..........
India. ...............
Vict-Iiaa, Rep. of....
Pakistan.............

Brazil. ..............

Chile................
Ali other ( inel-

Million dollars

1,177
3)12
I'lO
99 ,
99
90

Wi
35
26
25
21

208

Coasoiity

Total... . ......
Vhent. ..............
.Rice................

Dry nilk............

All other. ..........

Million dollars

1,177
1.86

116
85
79
67
38
30

Tlfi

SOURCE: Department ot Co~crcc
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U.S. Trade with Major Regions, 19°0 and 196l*-69

in nillioii; of <M1irs)

Area

Deve3j»ped countries,
total..................

Western Europe. . ...........
EEC. ....................
EFTA. ...................

United Xingdos. ......
Japar .....................
Australia, tfew Zealand,
and South Africa. .........

Developing countries.
total. .................

'19 J>atin American Republics
CACM. ...................
MITA. ..................

Other Western i'esisshere . . .
Hear East. .................
Eact and South Asia. .......
Africa. ....................

Cozsunist areas .........
i General Imports,

total. .............
Develop;! countries,

* tvlal. .................
Canada. ....................

EEC.....................
EFTA. ...................

United Xiiigdo.it. ......
J.-pin.. .......... ..........
Australia, l.'ew Zealand,
and South Africa. .........

• Developing countries,
total..................

19 Latin African R<_r.uWics
CACJi. ...................
MWA. ..................

OtKr Uvsteru Kvialsph^re...
lhar East..................
Er-iit and Co-ith Asia. .......
Africa. ....................

Co -»ni-i, -rc-M........

I960

20,608

13,281
3,832
7,229
3,992
2,529
1,"*92

789

7,3.32
3,351

216
2,978

523
683

2,207
35!*
19'*

15,073

8,973
3,173
I*,l88
2,261*
1,661

993

'163

5,997
3,198

183
2,853

79331.'.
1,265

395
&.

196!*

26,650

17,31.3
".,921
9,222
5,309
2,873
i,6co
2/018

1,181

8,967
3,83?

322
3,?571*60

971
3,092

586
31.0

18,7!.9

31,92**
I*,2o5
5,209
2,829
2,029

1,768

682

6,711
3,558

239 .
3,1?7

6S7
355

1,509
651

J03

1965

27,530

18,366
5,658
9,257
5,256
2,906
1,61*3
2/0&

1,368

9,023
3,788

3^1
3,221.

1*86
989

3,100
633
3*0

21,1*29

ll*,101
M58
6,155
3,322
2,1.31
1,1*05

675

7,17'*
3,703

s 283

696
392

1,735
635
I'll

1966

30,1.30

20,320
6,679
9,891
5,529
3/109
1,782
2/370

1,181

10,313
!*,2U

361

3,623
537

1,312
3,^7

758
198

25,618

17,632
6,352
7,679
!*,125
3,050
1,7£6
2,963

839

7,795
l*,C03

308
3,'>8l

73'«
1103

1,925
713
183

1967

31,622

21,1*67
7,172

10,187
5,667
3,395
2,0012,699
i,'*09

9,96o
357

3,509591*
960

3,557
690
195

26,8$)

18,993

8,052
!*,1*5'.
2,975
1,731
2,999

803

7,709
3,878

302
78>.
308

?.j'J\
666

180

1968

3'*,636

23,600
8,072

11,132
6,327
3,877
2,289
2,951*

1,1*8

10,821

366
i*,059

61*0
1,09!.
3,582

765
215

33,2?6

2l«, 130
9,005

10,13?
5,?85

2,058
11,05!*

931

8, £-36
it, ; '6

3!<3
3,685

855
388

?,'»99
83!.

POO

1969

37,988

26/1.58
9/138

32,370
6,981
1./029
2,335

1,1.60

11,281
J.,869

353
1*,203

707
1,3'*''
3,1*98

818
21.9

36,05?

26/1.65
10,390
10,3'>0
5,6co
3,655
1* .858

3,0.7

9,377
368

3,57(
951
383

3,G'-0
761,

198

Percent
change
froa

I960 to
1969

+ 81*
,

+ 99
1- 11.0
+ 71
+ 75
* 59
+ 57

+ 85

•f- 58
+ 1.5
+ 63
+ Ul
+ 35
+ 97
* 58
+ 131
+ 28

•H39

+ 195
+ 227
* 1'.2
+ 156
+ 120
+ 111.
+ 325

+ ia;

+ 5>5
+ 32
+ 101

v TO
+ 30.
+ H'O
•i- 93

^ 3!,!.
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U.J.. Trw3- viOi Kajor Regions* \$(G ana 

______(Vnlu*s it: nilli. R Of ggll^rf)

Ar«t> 19^0 19^ 19S5 VjC6 J9S7 1968

tot-1 +^,53^ +7.9M. +5,101 +*i,8jr> -t'i,T33 +X,liXO +1,936

,
...... -A, 306 +5,i»19 +V65 *2,k£8 +8,l(7|i - 530 - 7
...... + 6jj + 6io + 800 + 5^7 + J? - 933 -1,?5?
...... +3,0!>X i'-,0i3 +3,10^ ••'•2,?^' +2,135 + 993 +£,?30

Kff.......... ........... +X,7?ft +2,fcfO +X,93!' +X,fctf« +X,?X3 + ?"i? 4X,lOX
BTA...... .............. + 6CT + 8Wi + 1(75 + 59 + itto + 329 + 37'i

United Kir^-^a....... + t9) + I(5Y + ?38 - h + 290 + 23X + Slfc
...... + 303 + ?50 - 33° - 593 - 300 -X.1CO -X,393

KA South Afr»-a.......... + 3?6 * 1195 -r 693 4 3-'i? + 60S + JXX + lil3

19 In'- Jr. .".-rlcur. E-}«;tllj'. + XM + 2fl + 6> + r.'S + £46 + fcll + 655
CA:H...... .............. + 33 + 83 +58 * 53 + 55 + 23 - 15
lAiTA...... ............. + X?5 +1JO - 5 + XW + iCi + yft + CSG

Cth»r Vcit-rn. ll-sI'i-J-jfe... - ?TO - 1§T - £10 - 157 - 190 - ?15 - ?M»
Ksw J^t. ................. + 335 + 6l6 * S97 + 709 + 65? + 70S + 9ul
tost or 4 fwlh Asl*........ + q-'i? +X,>Sj +X.365 +1,^ +X,503 +1,0?3 + 1)53
Aft-icn... ......... ...... .. - &X - 65 - ? + US + S* - 69 + Sfc

CocSU!.ltt 8T«!l«.. ....... + 113 + V\l - i + 15 + 15 + 15 + 51

•i1-»U O . 70 - 10
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U.S. Trad-- with Qanada, by Major Products 
1965 and 1969

________(Mi 11 ion<; of
_____CccacKlity__________________________1965_______1969

Exports, total........................... S.6S3 9.138

Domestic exports, excluding "special category" 5.499 3 y.3
Agricultural cor.-.oditics, total.................... 6?0 '710

Grains and pioparations......................... 148 ISO
Fruits, nuts, and vegetables.................... 185 222
Other agricultural cecaoditics.................. 287 338

Honagricultur.il cooaodities, total................. 4J> 79 8.233
Coal and coke................................... ISA 160
Chealcals....................................... 382 510
Iron and steel-raill products.................... 197 282
Metal manufactures1.............................. 194 251
Engines and other power generating machinery1.... 172 178
Tractors and part*; agricultural nachinery...... 330 305
Electronic computers and office machines........ 77 177

" Other nonelectrical nachincry1................... 737 983
Electrical apparatus1............................ 343 543
Trucks, buses, and chassis...................... 45 250
Passenger cars.................................. 114 7A9
Autoaotive parts, including engines............. 700 1,783
Aircraft i>arls an& cecnorclal aircraft.......... 57 217
Professional, scientific, and controlling

instruments1.................................... 114 177
Other non.tgricultural corvwditios............... 1,263 1,668

Reexports and "special category" experts........... 159 195

General imports, total................... 3 4.853 10,390

Foods, feeds, and beverages, total................. 468 S7S
Industrial supplies and Materials, total........... 3.373 4.739

Crude petrolcua................................. 276 520
Natural gas..................................... 97 187
Wood pulp....................................... 363 482
newsprint....................................... 762 904
Industrial cbcnicals............................ 57 75
Fertilizers..................................... 102 142
Lur.b«r.......................................... 3-14 574
Iron ore......................................... 264 220
Iron and steel.................................. 105 163
Kofiferrcos ores anJ r.-'.-ils...................... 528 748

Capital got'ds, incli'-Jin,; tru>,-!-i and buses, tcUl... 4CO 1.389
EK-ctrical paehln.'ty............................ 67 154
Nonelectrical industr ; jl nehinery and cwpenonts 108 222
Fara tractors anJ nschintry,^arj p^rts.......... 159 200
Trucks, buses, atxj sp;cial p«rpy-c vehicles..... 24 6SO

Const-Mr goo-Js, ineliuliuj autirotnilas anJ pj> t.-$ total 304^ 3,023
Passcn^-r cars................."................. 84 1,823
Auto 101ivc pjrls................................ 139 959

Other I-portn...................................... WJ._ i»£«.V
i ' ' .».••" 

Exelc/cs ?ulc-?fiivc pai-ts.
3 - of Fu-incS'.
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U.S. Trad« with the European E9on,">aic Connunity 
by Major Products, 19^5 and 156?

_________(Millions of dollars)_________
__________ Corewdity ________ _________ 1965 1969

. Kxports. total. ........................... 5.256 6,9Sl

Doacstie exports. excluding '•'.•pJciaV .cate;-ory". li.912 6,669
Agricultural comC'di'-i«s, total ........%........... l.liV? l.?6<)

Corn............................................. 3W 221
Animal feeds..................................... 139 237
Ihsanufactured tobacco. ......................... 106 Ui9
Soybeans.................,...........'............ 226 277
Cotton........................................... ?6 2V
Other agricultural ccraodities ................... 588 358

Xonuericultural e«.r=W(3ritles, total........... ....... 3,b33 5tliQO
Kotal ores and scrap. ............................ "" 77 219
Coal. .......................................... 201 135
Chcnicah:.. ...................................... 555 828
Iron and steel -sill products..................... ItZ ' ll»6
Copper and alunli.in. ............................. 139 192
Kicir.fs 55*-d olli-:>1 po^jr ecnc-ratine Machinery..... 132 182
Electronic cenputers ar;il parti- .................... 83 256
Paper and r.<.r.uTa:tures. .......................... • 71 137
Other nonelcctricfcl sashinery .................... 568 821*
Electrical apparatus ............................ 316 1«92
AiroraTt pa-ts and -or.-A>roial aircraft........... 219 1»81»
Professioral, scientific, and controlling
instruments............ ......................... 106 158

Other nonasricultural cwvsoditisc! ................ ?JJ4 1, 3lj7
Reexports and "special caVeeory" e.<ports............ ^ 31li

General Inports, total........ ............ 7 3,322 5,600

Foods, feeds, and beverages, total .................. 226 338
Wuisky and otter alevholic beverac.s. ............ ~^ 137

Industrial supplies and »at«rials, tot*l.... ........ 1,173 1,703
Fabrics and twine.......... ...................... "98 120
Industrial ehcnicaJs. ............................ 121 ?2lj
Iron .v.'l steel. .................................. Ij6!j 621
Finished ratal and advanced n-.tal rA"iUf aeturcs ... 6l

Cspital c^ds, including trucks and bust?, total.... {j|l_ 967
Electrical r^-shinery............................. "6T 135"
Konelvetrisal ii'.dui trial r.achinery and ccwponents 237 522
Business nashines int! cos.puter3 .................. 6Jj 129

Consu.-v.-r coids, including auto-aobiles and parts, total l,3liO 2,gh6
Passencer cars......... .......................... "WIT 1,025
Aut«-.otive parts and engine; ..................... 50 106
Vtearinj apparel .................................. Ili3 182
Kootwar.. ........................................ 65 22li
Other cojrur.tr durables. ......................... Itllt 669

Otter icporu- .......................................
> Cosn»dity data ii? adjusted by the Office of Business Econoeil"5. 
SOURCE: Djpartiwnt of Co=s?crcc



144

11.5. Trad-? wiUi tli- VcJirnJ fc- i '- 1 '- of C-n--:v I/ Major iVc-JucU, Ip6^ ur.d 

___ (i;5Hi.v of doHnrj)

10(S5 3969

Corn............................................. 50 36
Uw<r 'ifac',' i-^d t<V , :o. .......................... 61| 90
Eoyb'rjns......................................... y(S 76
Cotton........................................... ?0 5
O'h-'r oorJ-iai-r 0 «..-.-;> li'.i-.-.. ................. ?18 186

Bor. «f«-IcuT< vr,l <<- , ,j Ji IS - ,; , to'. -J.. ................. JjO^l iji!!l
Or«i anlr-^il ..Tir.. ........................... " 27 73
Cojl............................................. Ifli 36
Cl.erl-j)s.. ...................................... 1?7 177
Par1 -*1 e-'»J r^r, jf -•«.«••-•".. ......................... 3» 53

j r,''VjJ ;................................ >5 308

Qtwr J.cr.ol ...' »-5 • r --•:.' v ry ...................... f OC ?$2
KJ-c«jri-?"jl -ijt^-tu .............................. 98 163
Airer-ft [ ,r'.: ^i.-» c,r- ,, _iil jir.iTi*' ........... U? 3?9
0'.,'.-r t.vr.^rj.;^*.',. •? <• - ^ i!«,X-'. ............... 31<S l»5<>

H*oxi->.-ti ari "if-_-jI-0 '%',-t •-!>•" ""4-< ̂ 1.. .......... 3^3. J78
C«-r- r O t -; .:i ' j , '.v!, .;................. 3^3'q Jj^I

FooJa, f.<e Ja, ir 1 t- . .- .,:.••, >.3- «J. .................. 2?
_ 

Kin-r/i-S'.- fpnr-v.it; «r3 ^ m ...................... 1C 'i"?
InJu-Arl-.l rt., ,-1,-jj: :..............:.............. 03 I'lO

in-1 .«.•/»).. ................................. 13"^ 230

Ai.tt-.Mv, tJf « - i ..-..'.-..-•;.. ................... 37 91
OU-j ri,._..-. r J, r :'•-....,..................... I'O ?!,y

Oth<?r J-: -rU........................................ ^3 85

SC-LK'>"s n-ivit^ nr ,31 o- -ur
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U.S. Trade with Japan by Major Product: 
. 1965 and 1969

(Millions of dollars)______

Coraodity 1965 1969

Exports. total........................... 2.084 3,490

Domestic exports, excluding "special category" 2,045 3.427

Agricultural costnodilics, total.................... 876 934
Whe-.t........................................... 109 119
Corn............................................ 138 191
Grain sor^lnras.................................. 70 87
Soybeans........................................ 153 200
Cotton.......................................... 127 55
Other agricultural corenoditics.................. 279 282

Nonagricultural commodities, total................. 1,169 2,493
Loss............................................ 68 246
Metal ores and scrap............................ 135 214"
Coal............................................ 77 244
Chenicals..........................>.....,...... 148 3M
Nonfcrrous nctnls............................... 31 100
Electronic computers and parts.................. 31 91
Other nonelectric machinery..................... 200 391
Electrical apparatus............................ 71 162
Aircraft parts and corsaerciai aircraft.......... 97 141
Other nonagricultuial ccraoJities............... 311 600

Reexports and "special catecory" exports...........   39 63

General innorts. total................... ~ 2,414 .'1,888

Foods, feeds, and beverages, total................. 93 )37
Industrial supplies and materials, total........... 1.012 LJb'lS.

Fabrics and twine............................... 16G 217
Industrial chenicals............................ 32 87
Building naterials, other than twtal.'-........... 91 120
Iron and steel.................................. 531 836

Capital goods, including trucks and buses, total... 171 613
Electrical nachlnory............................ E8 "223
Konelcctrical industrial nachincry and components 41 209
Business nachincs and cetpulvre.................. 5 73

Consumer goodi, including a«!.on;V>!lcs ana parts,total 1.1 Oft ?.V3
Passenger cars.................................. 25 303
Automotive parts and engines.................... 7 120
Apparel ; textile household goods..........'...... 159 268
Leather and rubber footuvar and related goc-ds.. 63 116 
Metal cooV-uarc, cutleiy, and other household
varcs........................................... 56 '112
Radios i«nd TV sets.............................. 159 493
Other electrical household appliances........... 114 269

Other imports...................................... 43 6G

If Cocoodity data as adjusted by the Office of Business Economics.
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U.S. .''hare of Free-World Exports, 1950-69

 Year Free-world
exports 

($ billions)

U.S. share of
free-world
exports I/
(Percent)

1950........................ 56
1951........................ 76
1952........................ 73
1953........................ 74
1954........................ 77
1955........................ 84
1956........................ 94
1957........................ 100
1958........................ 96
1959........................ 102
1960........................ 113
1961........................ 119
1962........................ 125
1963........................ 136
1964........................ 153
1965....................."... 165
1966........................ 181
1967........................ 191
1968........................ 213
1969........................ 243

21.9
23.1
24.3
25.0
22.6
21.4
23.7
24.0
21.8
20.6
21.0
20.3
20.0
19.7
19.9
19
19,
19,
19,
18.4

JL/ Excluding exports to the United States,
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U.S. Share of Selected foietjjn Cou.itry

CMlt.. .......... ..........................

. t ••**'••""*•••••••"""•"""* ' •"

ftwi*«i

IrtliM..................... ........ .......

Xi«......................... . ................

«•».*. (>..W.}... ............... .......v......

IfldU fc

^^^ - ^.^.... ..... .. .... ...... ......

U~i •»...... ... ... ...... ..................f!^i"i>f ' r "'_" s '*"";•.".•". ;ivvv :"."

i—

V/:

13 
>J
1 **

f A

17

|4

?S
13
313'/

£o
•I

It1?
9

10
.'

11
S
9
7

.1

9
19
£

1?
$si

31
19 
IT
S3

tt
31
St3".

?3
l!
<43' 
tt
»
9

IT

'">

>;•'.
c>
M

n
if
17
>i
35
IS

(Jis
53
a
3S
11
S? 
9

,.
S'<
IS

9
S

15
9

IS
6

11
B

•f)
13

^.
1?
1?
3
S*

I-

3ii'
i?
;,'

IS*.*

••V \ f.
v/:

T9t?
15
31
12
l«
11
2%
11
33
3?
I.
a
51
»
51
st
12 
9

,

,*

Jo
1

9
T
9

6
12
£

S3
S

IT

**

*-(
SO1?
J.
n3:

51*
^
)'

i?
;>::<

•.• t , •. • •
:; :

i". 
is
3/3.'

i.>
t'.

*)is
33
3JI'J
3»
f.
'/>

u

Jl
is
i:
U

»
ee
9

1'*

£

9
*/
13

JJJ'

*3
It

3

15 
i.• i

r

;•; Ili
i>:t
»* 3
.,
31
''j
IJiz
ll3'.
3:

37o3.'
51
tt

o
15is
8

SS
.
/
I
*ei?
5ee

ITi*
7

?*
W
13

?J
,L

J

ll

Jl

311.'

t'
;,'_

S?
S,

r f •

!/•«

73

.
^j
1C
3!
?J
X*
^"»
JS
.,

£3
•A

3}f;
53

15
3
9

1*
n
se

5
1}
1e
T

IT

J
If
Si
IT
/

tl

31

3?s-
fj

•>*
'*

>»
,. l<t

I?-?

7}
...

..

...•
"8

Si

13

Ba
9

1^

,

*J2

'9
jr
'V

Ml

n
S3

*' /
*f
ij.J«j;

«si
s>
it

_!:".•<-.

8£ST

Pivi'-i-v? it. IK-
1'n:. , :• or 1:.t r. '' J" -- ? Cv -i% 
U.-'.. I 1 j.- -,", o' C »v. 
K-.-!. -.i, i . <5

COPY



P
O

5-
n 

3 
*•

 «•
• «

3 
.,

'
*1

 
x
 

14
. 
{*

 »
/ 

iS
* 

f*
 

~ 
a»

" 
}»•

.^
.»

s.&
r B

lij:

'»
 

rt
 

*|
 

X
" 

!»
 

*>
 i

* 
X

IM
 t
 
K

 
\ 

(*
»

«
•»

**
'*

t; 
»i

 »
 

**
 

s1 
€•

 •
»

;••
<-

> 
i< 

•*
 >

 *
»*

«»
tt.

e:
? .

 ^
*s

rt
:

4
, 

c
. 

V
 

p
 

_
 

D
 
. 

II

x
t
s
^
 

?
fl

T
t-

?-
.,

a 
3.

ff-
^f

i?
 ^

tt 
*c

 > *j?
 *

• 
O

 
••

*•
•"

!
?* 7

- £
 ' 

£ 
.k 

u'
•1

 
r"

 O
i 

(?
 

'»
4

 »
" 

•-
 »

i 
t
 

n 2
«

B
 

<S
 

XO
? 

s 
s

VO
 

V
p

^ 
*

R v-
 

PO
 

V
 

>-
» 

*£
> 

t*
» 

O
 

vo S 
S

C
> 

O
O

 
O

> 
O

> 
C

D
 

C
D

 
f*

*>
 

O
 

CD
 

C
D

 
^

 
C

D
 

O

g 
s 

K 
p 

a 
s 

I
"!

 
®

 
C

* 
V

 
H»

 
"O

 
*• — 

is •
*

r, f. I



150

U. S, Exports and Imports in Relation 
to Gross National Product, I960 and 1964-69

_(Valuos in niHiojisof dolIjirs)

Year

1960
IVG1
1962
1963
1964
1965
1966
1967
1968
1969

GNP

503.700
520,100
560,300
590,500
632,400
604,900
740.900
793.500
065,700
932.100

Percent 
Change

3.3
7.7
5.4
7.1
0.3
9.5
5.8
9.1
7.7

Domestic 
Exports'

20,408
20,792
21.444
23,102
26.297
27.187
29.994
31.230
34.199
37.444

Exports 
as 

percent 
of GHP
4.1
4.0
3.8
3.9
4.2
4.0
4.0
3.9
4.0
4.0

General 
imports

15,073
14.761
 6.464
17.207
18.749
21,429
25.618
26,889
33.226
36.002

Imports 
as 

percent 
of GNP
3.0
2.8
2.9
2.9
3.0
3.1
3.4
3.1
3.8
3.9

Including military grant-aid
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Major Korcigr. Countries' Stpcj-ts and Isporls 
in Relation to Cross national PfMwl, 1?£0 and l9

____________ (Percent of C"i*)

Country 1960 19& 19£5 1966 196? IS^S

United States.............

France. ...................
Germany, Fed. Bep. of.....
Italy.....................

Japan. ....................

fe.l
. . iS.o

U ->
.. 16.1
.. 10.8
.. U..7

9.1:

l,.2
17 C

9.7
IT 7
11.3
13.7
8.3

fc.O
16.7
"10.1

12.6
13-7
9.6

fe.Q
17.6
10.1
16.8
12.6
» ^ ft13-8
9.6

!

3-9
10.1
9.8

18.0
12.5
13-1

8.V

19.8
10.0
18.8
13-6
15-1
9.1

li.O
19.8
10. P
TO 5>

(l )

9.6

Ir.ports

United Statts. 
Canada........
France.

.......... 3-0
......... lij.9
.......... 10.3

Cewany, Fed. Rep. of....... llj.J
Italy....................... ULO
United Kined«.............. 18.1
Japan....................... 10.!:

3-8 3-9
17-6 18.5
11.0 l?-5

13^7 l%h

9-2 9-0

*Not available.
Source: Official data of listed countries.
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EMPLOYMENT AND FOREIGN TRADE

Any examination of U.S. employment in the lost few years must 
keep in mind the basic economic conditions prevailing during 
this period. In particular, the years 1966 through 1969 
represent a period of high and increasing economic activity 
due, in part, to a strong investment boom and increased defense 
expenditures related to the Vietnam buildup. During this period 
civilian employment increased by 5 million jobs from 72.9 million 
In 1966 to 77.9 million in 1969. At the same time the unemploy 
ment rate dropped from 3.8 percent to 3.5 percent of the civilian 
labor force. In March 1970, civilian employment reached 78.0 
million while the unemployment race rose to 4.4 percent.

U.S. exports and imports both are small relative to the size 
of the total economy--each represents less than 4 percent of 
CNP--but are integral elements in the structure of production,, 
in the U.S. Further developnent of foreign trade is necessary 
for continued, balanced econoralc growth. For example,, some 
imports are necessary either because the items are not produced 
In the U.S. or are p-odueed in insufficient quantities relative 
to domestic needs. Further, imports and exports are relaucd 
In that imports of the U.S. provide other countries with the 
wherewithal I to buy U.S. exports, and vice versa. Both U.S. 
exports and imports of the U.S. Increased substantially during 
the 1966-69 period along with other demands upon the economy.

The strong increase in demand in the U.S. and for U.S. exports 
fro» 1966 to 1969 was accoapanied by growing inflationary 
pressures. These pressures, along with the effect of certain 
supply shortages induced by existing or prospective strikes, 
stimulated the de&and for imports, particularly in 196S and 
1969. Without the increased itaports which helped to meet the 
rising deesand for goods, it is reasonable to assunc that 
Inflationary pressures on domestic markets would have been 
even stronger. ,
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The number of jobs attributable to the export of merchandise 
in the U.S. economy is estimated bv the Bureau of Labor 
Statistics to.have increased from aoout 2.5 million in 1966. to 
nearly 2.7 million by 1969. The estimates of employment related 
to the export of merchandise, in total and by major types, for 
1966 and 1969 are presented in table 1. The estimates of jobs 
attributable to exports include both the direct employment 
necessary to produce the item exported and also the indirect 
labor necessary for all supplies, materials, and services 
incorporated in the exported item. The labor involved in the 
transportation and handling of the exported item also is 
included.

From 1966 to 1969 the employment attributable to exports of 
merchandise increased by an estimated 200,000 jobs. As a 
proportion of total jobs in the private sector (excluding 
households), export related jobs remained steady at 3.8 per 
cent during the 1966-69 period. During this period, however, 
there was a significant shift in the distribution of export 
related employment attributable to the major types of merchan 
dise exports for which estimates were made. The number of jobs 
related to exports of nonagricultural goods, particularly 
manufactured items, increased substantially from 1966 to 1969 
while the number of jobs related to the export of agricultural 
goods declined. The decline of nearly 31 percent in export 
jobs in the agricultural sector during this period is due both 
to a decrease of 19 percent in the value of agricultural exports 
and the agricultural components of nonagricultural exports and 
a 16 percent increase in productivity in the agricultural 
industries.

It is'*far more difficult, both conceptually and statistically, 
to estimate the level of employment related to imports. In 
relating employment to exports, the task is to measure those 
jobs involved in producing the exported goods. In th~ case of 
imports, there are no domestic jobs involved in producing the 
goods. Rather, the task is to estimate the employment thac 
might take place, assuming other factors are constant, in the 
event that these imports were produced in the U.S. Of course, 
since imports in the U.S. are the exports of other countries, 
the employment effect in the other countries could be estimated 
in the same way that the employment effect of U.S. exports have 
been estimated, provided the proper data were available. But 
the effect of a reduction in imports on employment in the U.S. 
is altogether a different matter.  
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Another complicating factor is that not all imports are of 
the same character. First, there is the fact that some 
imported products are not produced in the U.S. e.g., coffee, 
cocoa, chromite, and tea. Conceivably, with a sufficient 
expenditure of effort and resources, it might be possible 
to produce some of them domestically, but the amount of 
employment created is a speculative matter of no practical 
interest.

Next, there are imports of certain types of goods that are 
comparable to domestic goods but are in short supply in the 
U.S., such as asbestos, bauxite, and newsprint. To expand 
production of these items sufficiently to replace these 
imports would, again, require, a very large investment of 
capital and labor. It is not at all clear that the real costs 
of their production in terms of the labor and other resources 
required would be equivalent to their present real costs. 
For if the costs of expanding domestic production to replace 
such imports were higher, their prices would also be higher 
and the utilization of such more costly goods might be reduced 
substantially. Hence, the number of jobs that theoretically 
might be created in the U.S. by the reduction or elimination, 
of this type of imports is not easy to estimate. Any estimate 
that simply assumes present costs to remain the same is certain 
to be seriously in error.

Finally, in a third category of imports aie those items most 
nearly comparable to domestic products _!/. Some of these 
imports are necessary to supplement domestic production, e.g., 
wood pulp and iron ore; others are more directly competitive, 
e.g. wool cloth and sheet glass. Conceivably, the imports of 
th-se*items could be replaced by domestic output. Prices 
probably would be somewhat higher and utilization somewhat 
lower, but an assumption that costs, prices, and utilization 
of these products would remain the same as if th^y were 
imported is not so unrealistic as in the previous categories 
discussed.

.!/ Although most imports can be classified into one of the 
three categories described in the text, a few items cannot be 
allocated properly to any of these categories. Included in 
this group are such items as U.S. goods returned without pro 
cessing, low value items (less than $250), and original 
paintings and antiques. The combined value of the items in 
this group is about 4.5 percent of the total value of U.S. 

^.imports,for consumption.
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Estimates of the number of jobs required to produce domestically 
those imports considered most nearly comparable to U.S. products 
have been prepared for 1966 and l$69. However, it is important: 
to keep in mind that any estimate of the hypothetical number of 
jobs that would be required to produce a given volume of imports 
does not represent jobs lost or jobs which would exist in the 
Absence of such imports. For example, without a concerted effort 
to reallocate resources which would be necessary to produce 
imports domestically, the U.S. would not have found the number 
of people with the requisite skills, nor the necessary facilities, 
in 1969 to produce such goods. Rather, the effort to replace 
imports with domestic products vould have placed additional 
stress on the economy and heightened even furcher the inflation 
ary pressures. An additional factor limiting the substitution 
of domestic products for imports is the preferences of consumers 
for certain imported items, e.g., cognac and French perfume.

A further complication in measuring the employment effects of 
replacing imports with domestic products is that some imported 
items have, embodied materials or components which are exports 
of the United States, e.g., the automobiles imported from 
Canada which incorporate automotive parts exported from the U.S., 
imported transistorized appliances which include exported 
electronic components, and imported textiles which contain 
exported cotton. The employment that would be created by the 
domestic production of imported items which contain U.S. exports 
would be offset, in part, by the loss of employment, related to 
the exports of the materials or components. Thus, while an 
overall guide to the probable employment effects of a change 
in imports can be obtained from estimates of the type presented 
here, any conclusion as to job loss would require information 
on al'-l of the factors affecting employment opportunities in a 
specific industry or location.

In considering the possible jobs required to produce imports, 
the Bureau of Labor Statistics Has considered only those- items 
most nearly comparable with domestic products 2/. On this 
basis, it has been estimated that about 1.8 million jobs 
would have been required to produce such imports in the U.S. 
in 1966 and about ?.5 million in 1969, with two-thirds of

2/ Excepting thcj limited nunber of items discussed in 
footnote I which were not allocated according to comparability 
with domestic products.
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the increase during the period concentrated in the manufacturing 
sector. The estimates of employ!r»nt which would have been 
required to produce such imports in the U.S., in total and by 
major types, are presented in table 1. As with exports, the 
employment estimates include both the direct employment necessary 
to produce the item and the indirect labor necessary for all 
supplies, materials, and services incorporated in the imported 
item. These estimates do not take into account the jobs which 
 re dependent on imports, such as longshore activities in unload 
ing imports, movement of imported goods on U.S. cargo vessels and 
processing of imports of crude materials. Since the elimination 
of these imports would eliminate these related jobs, the net 
effect on employment would be smaller than is indicated by the 
figures above. Estimates of the net effect are not available. 
Nor are estimates available for the number of jobs that would 
have been required to furnish the value of Import-related services 
such as those provided to American visitors abroad or payments 
by Americans to foreign transport carriers.

In an attempt to identify particular industries which may have suf 
fered employment losses because of imports, the employment trends 
were examined in each of the 190 manufacturing industries for which 
the Bureau of Labor Statistics maintains a series. Betweeii 1965 
and 1969, 153 of these industries had stable or increasing employ 
ment and only 37 were found to have, experienced employment declines. 
In 11 of the 37 Industries where employment declined during this 
period either imports were lass than one percent of total supply- 
in some industries there were no imports or the level of imports 
declined between 1965 and 1969. In the remaining 26 industries the 
employment decline ranged from a high of 17,000 (SIC 2421 ; Sawmills 
and Planing Mills) to a small decline of 400 workers (SIC 2361, 
Children's Dresses and Blouses). The total employment decline 
between 1965 and 1969 for all 26 industries was 117,000 workers or 
about 0.6 of one percent of total manufacturing employment. During 
the same period total manufacturing employment increased by two 
million jobs.

Some tentative conclusions can be drawn from a comparison of 
the estimates of employment related to the merchandise exports 
of the U.S. and the estimates of employment required to produce 
domestically items substitutable for U.S. imposts. In 1969, the 
total employment attributable to merchandise exports is slightly 
greater than th«. employment that would be required to produce 
such imports in the U.S., although the difference has sharply 
diminished since 1966. With respect to employment related Co 
foreign trade in the agricultural sector, the U.S. holds a 
distinct advantage; only about 5 percent of the total U.S. agri 
cultural labor force would have been required to produce imports
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of items comparable to domestic products in 1969 while over 9 percent 
was related to U.S. exports. However, while the level of employment 
related to these agricultural impo^wS was only about one-third that 
of exports in 1966, it has shewn an increase over the 1966-69 period 
while export related agricultural employment peaked in 1966 and has 
declined.

In manufacturing, the employment which would have been required in 
the U.S. to produce comparable or substitutablc imports in 1969 is 
 omewhat higher than that related to U.S. exports--!.6 million as 
opposed to 1.4 million and represents a reversal of relative posi 
tions since 1966. Jobs in the manufacturing sector attributable 
to exports a<td those required to produce comparable imports domes 
tically both increased over the 1966-69 period, but the rate of 
increase was substantially faster for employment related to imports.

Finally, in the nonmanufacturing area, the jobs related to exports 
were somewhat higher than those which would be required to pro 
duce substitutable imports. However, for both exports and imports, 
the related employment comprised 2 percent or less of total 
nonmanufacturing employment.

These estimates, of course, cannot indicate the number of workers 
actually displaced because of imports nor the number that would 
become unemployed if exports ceased. The development of exact 
numbers would require a disentangling of all the factors which 
contribute to employment change, such as change in demand, tech 
nology, productivity, occupational shifts, and geographic reloca 
tion of industries. The estimates do provide some insight into 
the balance between the jobs gained as a result of merchandise 
exports and jobs which would have been created if imports of 
products comparable to items produced domestically were made in 
the U.S. The estimates indicate that, in the aggregate, the num 
ber of export related jobs have exceeded the job equivalent of 
substitutable imports but the margin has been narrowing until, in 
1969, the difference was about 130,000 jobs.

44-dlS O
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COMPARATIVE INTERiiATIQKAL LAPOR COST AND PRODUCTIVITY

TI.J cose of producing goods In tho United States relative to other 
countries Is an important clcrasni In determining tha flow of irade. Labor 
costs y, In turn, constitute a ciajor factor in understanding the 
noveeients of total costs*. Indexes covering unit labor costs and related 
series for all nanufacturlng arc available for the United States and 
ciglu other Industrial countries and are suiuridrizcd in the accompanying 
charts. Exaninntion of trends in these measures provides some Insights 
into the trads competitiveness of the United States In relation to other 
countries.

In general the chnrts show that tb/s trends In unit labor costs for 
the United Sta'.es over the lasr iw J^cades were favorable with regard 
to many countries but  .  jre unfavorable relative to those for Italy and 
Japan. In th* 1960's alous tl.e U.S. record was sois-.-what better; 
however, in large part It w/,s e. reflection of the very favorable 
relationship that existed In the £irs: h.ilf of the decade. During 
that period, unit lebor costs In the United States declined at slightly 
less than I pcrce.it per year, whereas those in Japan and cv;ry European 
country rose substantially.

Since 1965 the situation has> be-,n reversed. U.S. manufacturing 
unit labor costs have ris»,-n at a rc.tc of 3.1 percent per year, In excess 
of all but one other country. Only C*n«da, with a 6.1 percent rate, 
shows a e.*re rapid increa:- '? in mil Isb^r costs. Such najor countries 
as Cer-r^ny, Italy, Japan, and tVe UnJ'cd xtrigj;-a havt cX|X»rIonccd 
virtvally no clmngc In unit lab^r costs ove r this pcrlo^-J, or have 
succe^de-J lr. lowering their cost levels.

Unit labor costs reflect the relationship bt.t»,>;cn hourly labor costs 
and pri-du^tivjt} (ojt[«jt per e-an-hyur), anJ to tlv* ex.t>,-n' that increa-.ci 
In was,"* a'* ofset by gains lit prodjclivity, inflationary cost pressures 
are reduced. Sine-.- 196J a/^rege ho.-rlj coitftnsatlon IP. U.S. DanufftCturinf, 
has ris<jn at a 5.7 percen'. rate; hovcvrd the prcductivity gain was 
only at a rat* of 2.5 p.-reonr;. (So* charts.) itonee, th«? rls<; in 
unit labor c«<;ls. In B^it of the othvr cc-«ntf!cs, th« Incr^asvs in 
hourl> corpyn-.s*ion have cxc«.*<ud<>d tho^ ir. th- United State., but have 
Wen dire than c-ffsit b> I'M- dtff-.-ren i-s In prc.Juctivlty 
Produc'-l.-it> in rnvjrjn Cfjrtries has groun at ann.v'tl rat*> 
ft percent sin.- ISoj. avj tK- iat«> of incn^su lit Jrtpat. o-.v.nl-d to 13 
percent, in contrast to tla. t.l. ?.5 percent rate.

.- its ior the Sf^ice-i of all e<sploy:os 
all S'-}-j»U"roritar> b-nr-fi'-.s.
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Ovit the longer period, 1950 to 1969, U.S. compensation rose at a 
4.6 percent annual rate, which was exceeded in all of the other cour.tr!<..'.. 
U.S. productivity rose at a 2.9 poi».ent rate, which was also exceeded 
in all o£ the other countries. Much of the lag in our productivity 
lrapr< 'craent occurred during the 1950's, when tha annual rate of gain 
was ju . 2.2 percent. Our rate of gain rose to A.2 percent in 1960-65, 
surpassing the rate in Canada and two of the European countries. Between 
1960*65 and 1965-69, Europe and Japan accelerated their rates of 
productivity gain, while in the United States and Canada the rates 
diminished.

Although the trend measures shown here arc useful for understanding 
the movements of labor c^st, for international comparisons It is desirable 
to have mcasuics of the levels of labor costs per unit of output for th-i 
economy and for individual industries. However, because of data limita 
tions, those measures for the total economy cannot be derived, ond 
absolute comparisons can be developed for only a few individual 
industries.

The only available study of comparative unit, labor costs is one that 
the Dcpartrun* of Labor has complctt-d, covering the primary iron and '.teel 
Industry In the United States, Japnn, nnd the three largest steel 
producing countries of Western Eutope- -Franoj, Germany, and the Unitcc. 
Kingdom. Even in this study, comparative data for Japan and the count rK.. 
of Western Europe cojld only be presented lit" terms, of ranges with hiph 
and low estimates, because of data gaps.

As can be seen in the table, the labor costs to produce a comparable 
ton of steel products In Cerr.any and Frantc are approxiiuati-ly two-thirds 
the U.S. level, who teas in th< United Kingdom they are less then 60 
percent of the U.S. level in 1968 and in Japan about one-third.

The smaller ratio for the United Ktiiglom reflects In part the 16 
percent devaluation of tin British p*/und in November 1967. Without this 
devaluation, British unit labor costs wuuld have b-.-en higher.

Data for 1961 are not yet available. The effect of the French 
devaluation of laic 1969 will bo to lo-.vt French unit labsr costs 
relative to thu other countries. Conversely, th« German revaluation 
sho-jld rfii» Ccrw.nj-'s relative position.

Unit Utar costs depir.d on the relative levels of hi-arly compensation 
and productivity. In I06b, cof.p.?niaU«m p«r iran-b>ur in Gern-any and 
France ran^-.d frora tbj^t £Q to 50 p-. n.*-nt of U.S. hourly labor costs In 
the iron and steel Industry. In the United Kingdvra and Japan, th<;y wete 
roughly oue-qjactei of th-> U.S. level.
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At the sam? time, the productivity levels for these countries wjre 
substnntial ly below tliat for the United States. The- levils for Gcrnany 
and Japan were about two-thirds tho U. . level, for France alr-v't 60 
percent of the U.S. level, and for the United Kingdou fcbout one-half,. 
Despite the substantial differences in productivity, unit labor costs 
In the United States arc still significantly higher than in chc other 
countries because of rcuch higher hourly Irtbor costs.

The relationships bitween unit labor costs for steel in the United 
States and West Germany and France h&vu renalned fairly stable over the 
past four years. Those for the United Kingdom changtd in 1968, but this 
was prinnrlly a result of the devaluation. Japan did experience a 
significant decline In its relative unit labor cost. Thus the increases 
In relative wages in Germany and France were offset by the relative 
productivity gains, whereas In Japan, wh»rc the hourly compensation 
increases exceeded those of the United States and oth<r countries, 
the productivity gains were so great that relative unit labor costs 
declined.

Thcs'.' figures relate only to direct lobor costs. Altho-jgh lab*n costs 
arc a sizeable part of the total cost in clw iron and steel industry- -about 
40 percent of total cost In the United States and between 20 and 30 percept 
in the three European countrlcs--mtcrlal and other costs represent a 
larger proportion of total costs, and It cannot be Inferred frou the 
results obtained for unit labur costs that differences In the other cc-sts 
of production are of tht- sai«_> n-agulti'd-. c>r even In the sa*.e direction. 
In addition, hlg!,cr average unit labor custs in the iron end steel 
Industry in ths United Slates., as con|urcJ vith Japan a.id Western 
Europe, by no tcvans Iiaply that this is true fur every st-el cull product.

Despite the re-let ivcly hlghvr unit !ab,.ir costs In the United Steles 
and tht« rise In iron anj steel itrj,orts which hat occurred sinrc 1954, 
employment in th>. Industry, while f 1 jct«.tn:iii£ soi^uhat mv^r tlw per!t>d, 
has shown a slight Irsprov-ir.-nt , rising frt"s 5b7,(»3 in 1<5&4 tc> el-eyt 
564,000 In 19C3.

Brond conelu^ioni. about co=j.sr«>,tiv-- co$t Uvelt In all tra»>ifac 
industry cennjt be drawn frow tlu- exp<-r ii-n*..- of a singly Iniu'tty such 
as i«on aui sit-vl. Fur sc>s-i Industries, tlx- C.S. iiffen-ntial 
rates a^p-At ta b so favorable that no slgnifievt iDp.vrt cv?iM.t!ttvn 
has dovcli-f.od nii < Kj.'"rt r.arkfts IM.V b«-« ii i-xi«?.-.d.-<J. In oth.-r cr.*v<, It 
is cl«-ai tint tft[K»rt pcpfirutirn la, bv(.ti rl<inv;. vhich is oft<M< rt-jrirrf* d 
as an inJUatK'i. t.f sub*t?ntial ly l^wr c.' ts a'aucd. Th> Ojp-Jrtr- r.t. 
of l,nbor is currently exs ining th- rvUttcnship tvtVM-n Ir^rt poi-i-t ra 
tion ratios, pr*Jut tivtty cliang.', and trplc>i»-H In njr-rvus inJ
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ANNUAL RATES OF CHANGE IN OUTPUT
PER MAN-HOUR IN MANUFACTURING,

NINE COUNTRIES, 1950-69
Percentage Change per Year
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ANNUAL RATE OF CHANGE IN COMPENSATION
'ER MAN-HOUR IN MANUFACTURING, NINE COUNTRIES

1950-69 (U.S. DOLLAR BASIS)
Percentage Change per Year* 
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Annual Rates of Change in Compensation Per Man-Hour 
in Manufacturing, Nin( Countries, 1950-69

(McJionoI Currency Oasis)
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ANNUAL RATES OF CHANGE IN UNIT LABOR COST 
IN MANUFACTURING, K.NE COUNTRIES, 1950-69 

(U.S. DOLLAR BASIS)
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Annual Rates of Change in Unit Labor Cost 
in Manufacturing , Nine Countries, 1950-69

(National Currency Basis)
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Foreign Tariff Adjustments

Adjustments or withdrawals of concessions granted under the GATT are rcade 
under the provisions of Articles XIX or XXVIII of that Agreement. Arti 
cle XIX is the emergency provision, while Article XXVIIJ provides regular 
procedures for renegotiating concessions  .

In the past three years, 9 different countries have initiated tariff 
adjustments which required the U.S. to enter into 18 sepfate negotia 
tions to protect U.S. trade interests. Of those 18 negotiations, 13 
have been concluded with the United States having received -omper.saticn, 
and 5 are currently underway.

Concluded Negotiations. Under Article XIX, Austria suspended its con 
cession affecting U.S. exports of oilcake; Canada of corn, potatoes and 
turkeys; and Spain of synthetic rubber. The U.S. received compensatory 
-oncessions, or the country terminated the action, or both. Under one 
of the provisions of Article XXVIII, Australia modified or withdrew 33 
items in 5 separate actions, Canada modified or withdrew 55 items in 3 
separate actions, Israel modified or withdrew about 70 ite-ris, and South 
Africa modified or withdrew 39 items. In each case the U.S. received 
satisfactory compensation.

Current Negotiations. The United States is currently negotiating for com 
pensatory concessions as a result of the following 5 action;.: Australia's 
withdrawal of certain off-the-road construction .equipment; Brazil ar.d 
Cnilrs 1 renegotiation of their entire Schedules of concessions; Canada's 
withdrawal of turkeys; and India's withdrawal of 11 items. Brazil's 
action was necessitated by passage of a wide ranging tariff liberaliza 
tion law, while Chile's action was necessitated by adoption of a new 
tariff nomenclature.

Future Negotiations. Negotiations are expected to begin soon as a result 
of "open season" notifications oy the European Economic Coir.mur.it> on 
unwrought aluminum, Norway on yeast, and South Africa on 53 items. Addi 
tional negotiations may take place between now and December 31, 1972 
as a result of the 1969 Article XXVi'I reservations made,by Australia, 
Denmark, Finland, India, Israel, New Zealand, Pakistan, South Africa and 
Turkey.

Under provisions of Article XXVIII, an "open season" occurs or.cc evti-y 
three years at which time countries may modify or withdraw cor.ci=ss:o.-i;>. 
In open season, a country may also reserve the right to modify or wi_'.i- 
draw concessions at any time in the subsequent three-year .-,.;r;od. In 
the absence of such a reservation, a country r.ay modify or withdraw 
its concessions dur'ng the interim between open seasons by obt&Ir.ir.g 
from the other contracting parties a finding of special circuniste.r.ces. 
Article XXVIII stipulates that all modifications or withdrawals c.rc 
to be made by negotiation and agreement with effected countries with a 
view to maintaining a general level of mutually advantageous concci.A.Gr,s 
not less favorable to trade.
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Hi nor Kep.oUi a t5 ons

Every year there arc numerous minor foreign, tariff adjusLir.c-r.ts which 
require the U.S. to enter into negotiations or consultations to pvotsct 
its trade interests. These adjustment* occur under provisions of Articles 

  other thfin XIX and XXV11I. For example, negotiations have occurred: (a) 
because the Bahcnas, Jamaica and United Kingdom widened preference sar- . 
gins beyond GATT bound levels; (b) because less cevcjlopecl countries lil-:e 
Korea, Malawi and Surinam adjusted tariffs to protect infant industries; 
(c) to insure existing tariff concessions i.re carried over fully when 
new tariff nomenclatures are adopted and (d) to obtain rescission of 
tariff adjustments made in ignorance of GATT obligations. "At any point 
in time there are approximately 20-30 of these types of negotiations or 
consultations underway.

BEST AVAILABLE COPY



170

United States Tariff Adjustments 
(i.e., GATT Article XIX and XXVIII Actions)

I. Article XIX of the GATT is the escape clause provision. 
Since the Trade Bill hearings in 1^68 the following actions 
have occurred:

1. Pianos.

On February 21, 1970, the President proclaimed an 
escape clause action on pianos, except grand pianos. The 
Kennedy Round tariff reductions were interrupted and the 1969 
rate of 13.5 percent was reimposed. In addition, firms and 
workers in the piano industry may request the Secretaries of 
Commerce and Labor, respectively, for certifications of eligi 
bility to apply for adjustment assistance. This action was 
taken by the President following a Tariff Commission finding 
that pianos were being imported into the United states in such 
increased quantities as> to threaten to cause serious injury to 
the domestic industry. The staged Kennedy Round reductions 
will resume on February 21, 1973, at which time the 11.5 per 
cent duty will be reinstated. The final reduction originally 
scheduled for January 1, 1972 (8.5 percent) is now scheduled 
for \January 1, 1975.

2. Sheet Glass.

On February 27, 1970, the President proclaimed a new 
escape clause action which had the effect of extending the 
then current escape clause protection for window glass (one 
type of sheet glass) until January 21, 1972, after which it 
is scheduled to be ̂ h?.sedL^out jo^ex-the^following two years. 
He also provided adjustment assistance to firms and workers 
in the sheet glass industry to help them adjust to competition 
from imports. The prior escape clause action on window glass , 
had been scheduled to expire at the end of March 1970. The 
President's action was taken after review of the Tariff Com 
mission's report on a new escape clause petition submitted by 
tha glass industry in which three Commissioner:; found imports 
of sheet glass were causing serious injury to the domestic 
industry and thr^e Commissioners took the opposite view. In 
such a situation, the president can accept the finding of 
either group as the finding of the Commission. The President 
accepted the decision of those commissioners finding serious 
injury, but did not accept their recommendation that all rates 
of duty on sheet glass be increased to the full statutory 
(column 2) level.
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3. Wilton and Velvet Carpets and Rugs.

On December 31, 1969. the President, under authority 
of the Trade Expansion Act of 1962, extended the escape clause 
rate of duty (40 percentj on non-or ! jntal type Wilton and vel 
vet floor coverings until December 31, 1972. At the same time, 
he permitted the escape clause action on imports of imitation 
oriental floor coverings to expire. The escape clause action 
on all Wilton and velvet carpets and rugs, originally taken in 
1962 and extended in 1967, had been scheduled to exp?re on 
December 31, 1969.

In announcing his decision, the President indicated that 
he would ask the Tariff Commission for additional information on 
the non-oriental design carpets and rugs to help determine 
whether any further action is necessary. This request was made 
by the Special Representative for Trade Negotiations on behalf 
of the President on February 13, 1970.

II. Article XXVIII;1 of the GATT provides that once every three 
years from July 1 through September 30 (1966, 1969, 1972 ...) any 
member country may notify its intention to modify or withdraw 
any of its tariff concessions. This is the so-called "Open 
Season" provision.

On September 30, 1969, the United states notified the GATT 
that it was reserving the right to modify or withdraw trade 
agreement concessions on stainless steel flatware, light air 
craft and certain pet food. At present the United states has 
until June 30, 1970, to renegotiate the bindings on these items, 
or withdraw the notifications. The time limit may be extended 
upon request to the member countries.

1. Stainless Steel Flatware.

Tariff quotas previously imposed under escape clause pro 
cedures were permitted to terminate in October 1967. Upon 
termination, the president announced that the responsible 
federal departments had been asked "to maintain surveillance 
over [this industry] to determine if other assistance is appro 
priate at a later date." Should further investigation reveal 
that increased competitive pressure from imports is such as to 
warrant tariff or other relief, this action under Article XXVIII 
would reserve U.S. rights to renegotiate concessions. The Tariff 
Commission conducted an investigation under section 332 of the 
Tariff Act of 1930 to obtain recent data on production, imports, 
exports, employment, and profits and losses of the industry.
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2. U.S. Pet Food and Light Aircraft

These items were notified to the GATT so that it would 
be possible to modify or withdraw U.S. concessions on them 
if our efforts to get Japan to rerno-- its quantitative 
restrictions on these same products failed. In the case 
of certain pet foods, the quantitative limitation was re 
moved, but Japan simultaneously imposed a temporary duty 
of 20 percent on imports. Previously, they had been free 
of duty but the free status was not bound in a trade agreement.

In the case of light aircraft (less than 10,000 pounds 
empty weight), the United States is pressing Japan for liberali 
zation of its restrictions. U.S. industries have been invited 
to express views on the possible modification or withdrawal of 
U.S. concessions on these products.
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NOKTARIFF BARRIHIS / 

GATT Work Program

In November 1967, the member countries of the GATT agreed upon 
a. future work program to lay the grou. -work for further trade liberal 
ization and expansion. To carry out this work, the GATT members 
created two new committees and issued instructions to an existing 
committee. The GATT members in their recently concluded annual 
session directed the Industrial and Agriculture committees to report 
by the end of 1970 on action that might appropriately be taken. A 
separate report is to be prepared on possible negotiating techniques 
or other methods to deal with trade barriers, both tariff and non- 
tariff. These reports would provide the basis for a decision by the 
GATT members at their next session on their future course of action. 
These committees and the status of their work are as follows:

A Committee on Trade in Industrial Products (CTIP) was established 
and directed to make an objective analysis of the tariff situation 
as it will exist when all Kennedy Round concessions have been fully 
implemented. It was also directed to draw up an inventory of nontariff 
barriers affecting international trade. Subsequently it was directed 
to explore possibilities for concrete action on NTB's.

\

Basic documentation for the tariff study, which will enable 
trade and tariff comparisons among major industrial countries, is 
being prepared by the GATT Secretariat in cooperation with a group 
of technical experts designated by member governments including the 
United States.

The CTIP has completed the factual examination of some 800 
notifications submitted by individual countries concerning NTB's of 
GATT member countries. These notifications cover a variety of trade 
measures that vary widely in significance.

Following the initial review, in October 1969 the Committee 
agreed to move to the next stage of its work, that is to search for 
possible solutions to the major barriers. For this purpose, it 
established five sub-groups on different barriers; (1) government 
participation in trade (e.g., state trading and subsidies); (2) customs 
and administrative entry procedures; (31) standards (e.g., health and 
sanitary and other standards), (4) specific limitations on imports 
and exports (e.g., quantitative restrictions); and (5) restraints by 
the price mechanism (e.g., import deposits). This stage of the work 
is preparatory to possible negotiations and involves no commitment to 
take or to join in any action discussed. These groups are now meeting 
and are expected to report on the progress of their work by mid-summer.

44-813 O - 10 - 12
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An Agriculture Committee was established and directed to examine 
the problems in the agricultural trade sector and to prepare the way 
for consideration of mutually acceptable solutions to problems in this 
area.

The first phase of the Agriculture Committee's work was completed 
in September 1968. This consisted of collecting factual and statistical 
data from all participating countries on matters dealing with pro 
duction, consumption, border protection and trade in eight broad 
commodity groups. The examination of material submitted   with 
special emphasis on problems in international markets (export pricing 
practices and import protection policies) and problems relating to 
production policies   was well advanced by the end of 1969. The 
Committee therefore decided to move into the next phase of its work, 
to be carried out during 1970. This phase of the Committee's work 
program has been delegated to working groups whose tasks will involve 
a search for solutions to problems related to (1) export measures, 
(2) import measures, (3) production policies, and (4) other relevant 
measures.

An existing Committee on Trade and Development was directed to 
continue to examine matters of concern to the developing countries, 
including trade in tropical products, import restrictions of special 
interest to LDC's, and the expansion of trade among developing 
countries.

The Committee on Trade and Development has undertaken several 
studies of LDC problems. It is considering residual isnport 
restrictions affecting LDC exports, and is reviewing the implementation 
of Part IV of the CATT. which deals with the trade and development of 
LOC's. It will also consider plans for trade negotiations among the 
developing countries.
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Inventory of Alleged United Staces 
Nontari f£ Barriers

This list includes laws, government regulations and administrative 
practices that have been the subject of complaints or protests by 
foreign officials or exporters or by U.S. importers, alleging that 
they are restrictive of trade. The United States considers many 
of these complaints to be baseless or of doubtful validity. For 
example, safety standards and food and drug regulations arc necessary 
to protect the public health and safety and could become nontariff 
barriers only if their implementation unfairly and unjustifiably re 
stricts the entry of foreign materials and products.

Where complaints have arisen in international discussions, United 
States representatives have provided detailed information regarding 
the nature of the measures, their origin, and their current implemen 
tation.

The list is divided into: (1) quantitative import restrictions, and 
(11) other measures which may affect trade without establishing 
specific quantitative limitations. The list, inter alia, does not 
include foreign assets control regulations, which apply to U.S. trade 
with Communist China, North Korea, North Vicunas^ and Cuba; voluntary 
export controls imposed by foreign countries to avoid disruption of 
the U.S. market; state and local measures; and private practices.

I. Quantitative Restrictions

A. Section 22 of the Agricultural Adjustment Act of 1933. as 
amended, provides authority for the President, after Tariff 
Commission investigation, to apply quantitative restrictions 
or fees on imports of agricultural commodities when he finds 
that imports materially interfere with U.S. Department of 
Agriculture programs. At present, import restrictions are 
imposed on wheat and wheat flour, cotton, peanuts, butter, 
certain cheeses, and other specified dairy products.

B. The Long-Term Cotton,. Textile Agreement (LTA) is a multilateral 
arrangement in which most of the world's leading cotton im 
porting and exporting countries participate. Under a provision 
of the LTA the United States controls imports of cotton textiles 
under separate bilateral agreements with 24 countries whose 
shipments account for more than 80 percent of all U.S. cotton 
textile imports.

C. Section 232, Trade Expansion Act of 1962. authorizes the Presi 
dent to adjust the imports of any article so that they will not 
threaten to impair the national security. The only
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commodity group currently restricted under this provision 
is imports of crude petroleum and its derivatives.

D. The Sugar Act of 1948. as amer.dad, provid-i a quote, fprzula 
whereby United States sugar requirements are shared between 
domestic and foreign suppliers. United States producers 
are allocated about 65 percent of the domestic market, while . 
about 35 percent is reserved to foreign suppliers.

E. The Meat Import Act of 1964. requires the President to limit 
imports of fresh, chilled or frozen beef and veal mutton 
and goat neat. The law does not itself establisl . quota. 
It establishes a formula, based on the relationship between 
imports and domestic commercial production, for proclaiming 
a quota whan estimated imports exceed trigger levels. Quotas 
have not been triggered to date. When meat imports approached 
the trigger level in 1S68, a voluntary neat export restraint 
program was adopted with the major supplying countries agree 
ing to limit exports to the United States to specific levels. 
Voluntary restraints are still in effect.

F. Pursuant to sectior 11 of the Trade Agreements Extension Act 
of 1951. imports of ermine, fox, kolinsky, marten, mink, 
muskrat and weasel fvrskins, which are the product of the 
Soviet Uni?n or ox Communist China, are prohibited.

G. Gun Control Act of 1963 prohibits the import of firearas ex 
cept those particularly suited for, or readily adapted to, 
sporting purposes. Countries exporting these firearms have 
complained in the GATT that the restrictions on imported guns 
are more stringent than the restrictions on interstate ship 
ments and mail order sales.

H. Tariff Rate Quota on Brocas. Effective January 1, 1966 ic- 
ports into the U.S. of 115,000 dozen whisk brooms ar.d 205,000 
other brooms (all made in whole or in part of broomcorn) are 
subject to a rate of 20 parcent ad valoreo end entries in 
excess of the specified quantities are dutiable at higher 
rates. On the basis of 1968 trade, the rates of duty or. 
potential imports in excess of 115,000 dozen whisk and 205,OD 
dozen floor brooos were equal to_duties of 86 percent and 68 
percent ad valorem, respectively.

1. Atomic Energy Act of 1954. as amended. P.L. 88-489, enacted 
on August 26, 1964, amended the Atomic Energy Act ar.d author 
ized the Atomic Energy Commission to offer uranium enrichment 
services to U.S. and overseas organizations. Section 161V of
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the Act prohibits "such service for source or special nucloar 
materials of foreign origin intended for use in a utilization 

. facility within or under the jurisdiction of the United 
States."

J. Section 606(7) of the Merchant Mbrine Act of 1936. Section 
606(7) prohibits the purchase of foreign-built containers by 
U.S. flag vessels if the vessel's operations are governed by 
an operating differential subsidy contract. The prohibition 
does not apply to ships having a mortgage guarantee, granted 
under Title XI of the Merchant Marina Act of 1936.

K. Jones Act. This Act restricts vessels, including dredges, work 
vessels and hovercraft, engaged in coastwise trade to those 
vessels constructed in the United States and manned by U.S. 
citizens.

II. Other United States Measures 

A. Valuation Practices

1. System of Customs Valuation

The U.S. system of valuation provides nine different :r.ethods 
of establishing values for the assessment of ad valorem 
duties. The two most commonly used, and under which thu 
vast majority of appraisements arc made, are f.o.b. typa 
values. Other countries contend that the complexity of 
U.S. valuation provisions constitutes a barrier to trac"e. 
Some countries have proposed that the United States should 
adopt the Brussels definition of value, which is a landed 
(c.i.f.) value.

2. American Selling Price (ASP)

Under the U.S. valuation system, benzenoid chemicals, cer 
tain rubber footwsir, canned clams, and certain wool knit 
gloves have duties assessed on the value of the competitive 
U.S. product rather than on the value of the imported 
article. In the Kennedy Round the United States agreed to 
seek legislation to eliminate ASP. The Administration's 
proposed trade bill (H.R. 14870) contains a provision to 
carry out this agreement.

3. Section A02a of the Tariff Act of 1930

This part of the U.S. valuation system applies to a list 
(the so-called Final List) of specifically enumerated prod 
ucts, the valuation of which in 1956 would have been 
changed by itore than 5 percent if valued under the method 

  established in the Customs Simolification Act of 1956.
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Under the provisions of chat Act, appraisement of these 
products was continued on the old set of valuation pro 
visions applicable prior to 1956. Articles subject to 
the Final Lisc comprised about 7 percent of U.S. dutiable 
imports in 1966.

A. Other Customs and Administrative Entry Procedures

1. Certificates of Origin

Certificates of Origin are required for importation of 
commodities into the U.S. when goods of Cocnunist Chinese, 
North Korean, or North Vietnamese origin may be involved. 
The necessity to apply the requirement to imports fron 
third countries arose froa the fact that Cosiaunist China 
attempted to market its goods in the U.S. by selling them 
through third countries or misdescribir.g their origin. 
Moreover, in many cases it was impossible to determine 
the origin of the goods by physical examination.

2. Deposit Requirement for Samples

U.S. requirements do not comply fully with provisions of 
the International Convention to Facilitate the I^posrtttior. 
of Commercial Samples and Advertising Material which .the 
U.S. signed in 1952. The Convention limits deposits or. 
camples to the amount of import duties plus 10 percent, 
whereas U.S. cus'toms regulations require a deposit in an 
amount equal to double the duties estimated to accrue. 
The U.S. regulations are now in the process of revision 
to bring them into conformity with the Convention.

3." Customs Invoice

Special Customs Invoice Form 5515 (used to report entries 
over $500 in value), besides requiring the usual commercial 
information concerning quantity and value of shipments, re 
quests other information considered by so.ae foreign 
exporters to be unnecessary and burdensome. For seme 
products, including footwear and cotton fabrics, detailed 
descriptive information is required for classification 
purposes. Some questions that foreign exporters find ob 
jectionable are not mandatory but are requested on a 
voluntary basis.

. 4. Basis of Customs Classification

Imports into the United States are classified and dutiable 
in accordance with the Tariff Schedules of the United 
States rather than the BTN which is used by over 100 coun 
tries including our major trading partners, except Cir.ida.
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Headnote 10(iJ) of the TSUS provides that pares of products 
will be classified, wherever possible, on an go noT.lr.e 
basis so that many parts no longer necessar.ly arc classified as 
the product"of which they are part.

C. Govcrnru-nt Procurement Policy

1. All Federal Government procurement for use within the United
States is subject to the provisions of the Buy American Act 

. of 1933, which provide- that only domestic materials can be 
purchased unless (a) the required supplies are not available 
domestically, (b) their purchase would be inconsistent with 
the public interest, or (c) the cost would be unreasonable-. 
Under Executive Order 10582 of December 17, 1954, unreason 
able price is defined as a price "more than 6 percent higher 
than the foreign bid". An additional 6 percent differential 
is applied in favor of the domestic bid if the materials 
will be produced in an area of substantial labor surplus 
or the low domestic bidder falls within the category of 
"small business". The Department of Defense is temporarily 
applying a 50 percent differential because of our baiar.ce- 
of-payaents difficulties.

2. The Defense Department appropriation acts since 1954 havs 
included a prohibition on funds for the procurement or any 
article of food, clothing, cotton, wool, silk and spur, 
silk yarn for cartridge cloth which has not been z~o\:n or 
produced in the United States. This prohibition w,as 
broadened in the Appropriation Act of 1968 to include 
synthetic and coated synthetic fabrics.

D. Antidumping Act of 1921

Special dumping duties nay be imposed on imported merchandise, 
whether normally dutiable or free, if it is of a class or 
kind with respect to which a finding has been made under the 

  Antidumping Act of 1921, as amended, that the imported merchan 
dise is being sold, or is likely to be sold in the United 
States or elsewhere, at less than its fair value, and that by 
reason of the importation of such merchandise a domestic in 
dustry is being or is likely to be injured. By law, the Anti 
dumping Act of 1921 takes precedence over the International 
Antidumping Code to which the United States has adhered, in 
case of conflict.
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E. Countervailing Ducy Practice

The countervailing duty provision of the Tariff Act of 1930 
provides for the imposition of countervailing duties when the 
Treasury Department finds that i dutiable import is benefitting 
from a bounty or grant. There is no injury requirement (as 
GATT requires) and no room for administrative discretion if 
a bounty or grant is found to exist.

F. Safety Standards

1. Motor Vehicles

The Motor Vehicle Safety Act of 1966 has bean considered by 
some foreign auto producers as a potential nontariff trade 
barrier because it may have more restrictive effects on 
foreign cars than on American cars. The concern of exporters 
of motor vehicles, equipment, and tires to t'..e United States 
has been that some safety standards might be more appropriate 
for the type of automobiles general1» produced by the large 
American manufacturers than for imports^ automobiles, many 
of which are smaller or of quite different design.

2. Inspection Requirements for Boilers and Pressure Vess'ols

The American Society of Mechanical Engineers (ASME) Coda is 
the sole standard of acceptability for boilers and pressure 
vessels. Products must be Inspected and certified by an 
inspector qualified and licensed by the National Board of 
Boiler and Pressure Vessel Inspectors. The Inspector must 
be an employee of the State or f an insurance company 
authorized to do business in the State. Goods muse be 
marked with the ASME Code symbol. Grant of the ASKE symbol 
to a manufacturer for use in marking his goods is contingent 
upon approval by a licensed inspector, his recommendation 
to the Chief Boiler Inspector of the State, and a request 
by the chief inspector that ASME permit the manufacturer 
use of its symbol.

3. Standards for Steel Processes

Specifications for steel are developed by the American Society 
for Testing and Materials reflecting steel-making processes 
which are acceptable to committees composed of representatives 
of manufacturers and purchasers of steal and U.S. Government 
officials. The Thomas process, which is generally used in 
Europe, has never been subject to the consideration of ASTM 
Committees.
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4. Standards for Plumbing, Heating, Lumber, Firefightins, 
Electrical Equipment

In the U.S., standard making has traditionally been a non 
governmental process undertaken by organizations representing 
both producers and consumers -o£ various products that arrive 
at standards through a process of concensus. Local govern- 
m«ncs sometimes pass regulations that give mandatory effect 
to what were originally voluntary standards.

5. Coast Guard Inspection of Safety Equipment

By statute (46 U.S.C. Sec. 489), the Coast Guard must approve 
safety equipment destined for use on U.S. flag vessels and 
by various Coast Guard regulations. Approval entails inspec 
tion of such equipment during the manufacturing process. 
Subsequently, manufacturers whose safety equipment is 
deficient are subject to statutory penalties.

6. Flammable Fabrics Act of 1953., as amended, authorizes the 
Federal Trsde Commission to conduct investigations and tests 
on merchandise believed to <be in violation of established 
requirements. The purpose-of the law is to avoid deaths 
and injuries that are preventable through the use of 
materials which meet flanwiabilicy standards. The law applies 
to both domestic and imported products.

G. Health jtandards

1. Quarantine and Food and Drug Law and Regulations

  Certain provisions of U.S. sanitary and health lews and 
regulations are sometimes viewed by__foreign suppliers as 
trade barriers. One of the best-knov.-n e/:ampl.es is a pro 
vision in the Tariff Act of 1930 prohibiting any imports 
of meat from any country hawing hoof and mouth disease. 
In other cases, regulations specify standards of whole- 
soraeness or purity that are equally applicable to imports 
and to the domestic product but that foreign suppliers 
may consider unnecessarily strict or burdensome. For 
example, a regulation of the Food and Drug Administration 
prevents the use of fish oil in the manufacture of margarine 
in the United States, though herring oil is used for that 
purpose in many other couatries.

2. The Wholesome Meat Act (P.L. 90-201) is designed to protect 
the health and welfare of consumers by assuring that meat 
and meat food'products distributed to them are wholesome, 
not adulterated, and properly marked, labeled, and packaged.
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Tnis legislation is not intended to restrict trade, although 
plants in some countries with relatively low health and 
sanitary standards may have difficulty complying with the 
standards set forth in the Act. J

3. Section 8(e) of the Agricultural Marketing Agreesnt Act
of 1937, as amended, prescribes thirteen fruits, vegetables, 
and nuts which are subject to regulations under domestic 
marketing orders. The imported products must conform to, 
grade, quality, size and maturity standards let forth in the 
marketing orders in order to enter the U.S. market. These 
import regulations apply, however, only when domestic ship 
ments are actually being regulated. Currently 8 of the 13 
commodities specified in section 8(e) are being regulated.

H. Other Standards

1. Fair Packaging and Labeling Act of 1966 and related regu 
lations prescribe the manner in which certain consumer 
commodities are to be packaged and labeled so as not to 
mislead the consuming public and so as to provide the 
necessary information on which purchasing decisions are 
to be made. The law and regulations apply to both domestic 
and foreign products.

2. Mark of Origin

Section 304 of the Tariff Act of 1930 generally requires 
that imported articles be marked in a conspicuous place 
as legibly and permanently as the nature of the product 
permits and in such a manner as to indicate To the ultimate 
purchaser in the United States the country of origin.   
Exceptions are permitted for various products but in such 
cases the container must be marked.

I. Other Nontariff Practices 

1. Escape Clause Actions

Section 351 of the Trade Expansion Act of 1962 permits the 
President to impose an increase in duty or other import 
restriction on an article following an affirmative finding 
of injury or threat of injury to a domestic industry due 
to an increase in imports. Imports of certain sheet glass, 
Wilton and velvet carpets and rugs of non-oriental design, 
and pianos (except grand pianos) are currently subject to 
escape clause actions.
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2. Unfair Practices in Import Trade

Section 337 of the Tariff Act of 1930 authorizes the Tariff 
Commission to investigate alleged unfair acts in the im 
portation of articles or sale of imported articles in the 
United States. When the effect or tendency of such methods 
or acts is to destroy or substantially injure a domestic   
industry, or to prevent the establishment of an industry, 
or to restrain or monopolize trade and commerce in the 
United States, the articles involved may be excluded from 
entry into the Unitad States by Presidential direction to 
the Secretary of Treasury. While there have been a number 
of investigations initiated under section 337, the President 
has issued exclusion orders only once, i.e., against imports 
of Furazolidone.

3. Distilled Spirits

Under the wine gallon/proof gallon system used by the United 
States to assess import duties and excise taxes on alcoholic 
beverages, imported bottled spirits of less than 100 proof 
are assessed as though they were 100 proof, so that in effect 
a bottle of 86 proof Scotch is assessed for an additional 14 
proof. Alcoholic beverages imported in bulk at 100 "proof or 
more are treated the same as domestically produced spirits, 
which are assessed before .the bottling process while they are 
still 100 proof.'

4. Tariff Classification of Sparking Cider

Under existing legislation the Internal Revenue Service 
classifies sparkling cider as a sparkling wine. The ^aw 
sets 0.277 grams of C02 per 100 milliliters as the upper 
limit for still wines and sparkling cider generally has 
a COa content of over 0.4 grams per 100 railliliters. The 
law is non-discriminatory in that it applies with equal 
force to domestic cider and other similar alcoholic 
effervescent drinks and to such products imported fron any 
country.

5. United States Manufacturing Clause in Copyright Act

This legislation prevents entry into the United States of 
more than 1,500 copies of English language books with an 
exception for books authira'd by nationals of countries ad 
hering to the Universal Copyright Convention,

6. Ship Subsidies .

The United States requires that all subsidized construction 
be perforoed in U.S. shipyards and that equipment purchases
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be of domestic origin. These conditions have been in effect 
at least since the enactment or the Merchant Marine Act of 
1936. The subsidy program is intended to :n<ic.t security 
requirements for a viable shipbuilding a:id shipping 
capability.

7. Western Hemisphere Trading Corporations

Corporations that conduct all their business in the Western 
Hemisphere and derive 95 percent of their gross inco:.ie fron 
outside the U.S. from active conduct of trade or business, 
are eligible for certain tax rebates. Qualifying corpora 
tions may reduce their effectivs corporate tax rate by 14 
percentage points (48 percent to 34 percent, i.e. by about 
30 percent, or in some circumstances the rate may be reduced 
to 27% percent, i.e., by about 60 percent).

8. Operation of Post Exchanges

Post Exchanges may enter duty-free into host: countries 
any goods, regardless of country of origin, and sell thec 
tax-free to authorized customers. Goods sold in PX's 
are selected with a view to meeting the Department of 
Defense's temporary balance of. payments objectives as de 
tailed in DOD Directive #7060.3, dated January 16, 1965, 
as amended, subject: "International Balance of Payments 
Program--Non-appropriated Fund Activities."
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Bilateral Efforts to Obtain Trade Liberalization

japan

Sound and viable economic relations between the United 
States and japan are a keystone of -'ie overall U.S.-Japan 
relationship. Each country is the largest overseas trading 
partner cf the other and the importance and rapid growth of 
the Japanese market has caused the United States Government 
to focus intensive attention on the vast array of Japanese 
trade restrictions.

History of Restrictions

Until 1963 the GATT authorized Japan to maintain quan 
titative restrictions for balance of payments reasons. 
Following a finding of the International Monetary Fund (IMF) 
that Japan was not entitled to maintain import restrictions 
for balance of payments reasons, japan notified the GATT in 
February 1963 that it was giving up its right to impose 
restrictions under Article XII of the GATT which permits the 
use of import quotas for the same reasons. A large number of 
items were liberalized through April 1964, but very few were 
removed from restrictions during the following four years. At 
the beginning of the Japanese fiscal year on April 1, 1968, 
japan maintained quota controls on 34 complete four-digit BTN 
(Brussels Tariff Nomenclature) categories and 187 other parts 
of BTN categories. JL/

In addition 15 whole categories and parts of 24 other 
categories, which cover military hardware, explosives and 
ammunition, narcotics, fissionable materials, and gold, are 
under quota control for national security reasons. While these 
items have been omitted from consideration in this paper, the 
United States does not necessarily accept the national security" 
rationale in all cases.

I/ Throughout this paper, BTN(whole) refers to a complete 
four-digit category and BTN(part) refers to a part of a 
category. Several parts may be in the same four-digit 
category. Part of a category may be liberalized while 
part remains under quota. For example, fresh limes have 
been liberalized and fresh grapefruit is scheduled to be 
liberalized, while tangerines and oranges will remain 
under quota. All four are in BTN 08.02. Therefore, 
although oranges and tangerines are in the same four-digit 
category, they appear as two part., on the non-liberalized 
list (Attachment 2).
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japan's Restrictive Import Licensing System

Japan's import licensing controls consist of: (1) the 
Import Quota (IQ) System, which requires an importer to 
obtain an Import Quota Allocation Certificate from the 
Ministry of International Trade and -ndustry (MITI). If a 
quota is granted and a (global) Import Quota Allocation Certificate 
issued, an application for an import license must be presented 
to an authorized foreign exchange bank and an import license 
will be issued automatically; (2) the Automatic Import Quota 
(AIQ) System, which operates in the same manner as the IQ 
system except that an Import Quota Allocation Certificate is 
automatically issued and there is no ceiling on imports. All 
items not on the IQ or AIQ lists are under Automatic Approval 
(AA). The only requirement for AA items is that an importer 
obtain a license or import authorization from a foreign exchange 
bank. No governmental approval is required.

japan strongly maintains that items on the AIQ list are 
for all practical purposes treated in the same manner as AA 
items, japan does not consider the requirement to obtain a 
license under AIQ to be burdensome and maintains it exercises 
the AIQ control only for statistical purposes, in December 
1968 the Japanese assured the United States that licenses' for 
AIQ items would be issued within 2 days of application and 
pointed to the fact that no item has ever been returned to IQ 
once placed on AIQ. The United States considers the Japanese 
contentions to be valid in part but maintains that the AIQ 
poses a burden on importers, is subject to possible abuse, and 
thus has a limiting effect on trade.

Efforts of the United States over several years to 
persuade Japan to remove her remaining quantitative restrictions 
and abide by her GATT commitments met with only limited success 
and the United States decided in 1968 _!/ that it would have to

Prior to this time, the U.S. had held a series of bilateral 
talks with the Japanese, beginning in Dec. 1967 and aimed 
at relaxation of investment controls and import.liberaliza 
tion in the automobile sector. The Japanese response in 
August consisted of a minor commitment to increase imports 
of auto engines and parts annually until full liberalization 
became effective in 1972. Japan also agreed to place her 
full Kennedy Round tariff reduction on large autos (from 35 
percent to 17.5 percent) in effect April 1, 1969.
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obtain substantial elimination of the remaining controls or 
consider taking retai atory action against Japan under Article 
XXIII of the GATT.

 Jhronological Summary of Recent U.S.-Japan 
Bilateral Discussions

The history of these U.S.-Japan discussions and Japan's 
response is as follows:

1) In the fall of 1968, during the GATT Session, the 
United States requested repeal of the import quota restrictions, 
with emphasis on products of particular interest to the United 
States. The Japanese responded to this request by asking that 
a U.S. delegation come to Tokyo where they would give us their 
reply and discuss the problem further.

On December 17, 1968, the Japanese Government issued 
a broad policy statement promising an extensive review of its 
import quotas and "liberalization of a substantial number of 
items during the next two or three years".

2) In late December 1968, a U.S. delegation in Tokyo 
discussed Japan's quota restrictions again as well as the entire 
Japanese licensing and import deposit systems. The results or 
these discussions were inconclusive, but some progress was ma^le 
in obtaining commitments for liberalization. The United States 
decided to await future developments before deciding whether it 
should take retaliatory action.

3) The subject of trade liberalization was discussed 
further by Secretary Stans when he visited Japan in May 1969.

4) The subject was discussed again at the July 1969 
meeting of the U.S.-Japan Committee for Trade and Economic 
Affairs. At this meeting, the Japanese announced their inten 
tion to repeal a considerable part of the remaining import 
quotas by the end of 1971.

5) In the fall of 1969 the Assistant Secretary of State 
for Economic Affairs Trezise visited Tokyo for further discussion 
of trade liberalization.

6) Japan's commitments for trade liberalization were 
reaffirmed by Prime Minister Sato during his talks in Washington 
in November 1969.
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,7) Japanese import restrictions have been the subject of 
continued discussions between U.S. officials in Washington and 
the Japanese Embassy, and between the U.S. and Japanese Govern 
ment officials in Tokyo and Geneva.

Summary of Liberalization Actions

As a result of these discussions, Japan, in a series of 
actions, beginning on April 1, 1969 (see Attachment 3) removed . 
quotas from a large number of items and assured that liberali 
zation of other items would take place during 1970 and 1971. In 
total, these actions liberalize 14 complete four-digit categories 
and parts of 94 categories (see Attachment 1) . Two whole 
categories and parts of 8 others move to the AIQ list and the 
remainder to the AA list. In addition, Japan removed 71 whole 
BTN categories and parts of 130 others from the AIQ list.

The following table summarizes the number of items under 
quantitative import restrictions on April 1, 1968 and 1970, 
as well as the items scheduled to remain under control on 
January 1, 1972:

Number of Items Under Import Control

_____I Q_____ _____AIQ
BTN BTN BTN BTN

Date (whole) (part) (whole) (part)

April 1, 1968 34 187- 87 280
April 1, 1970 28 145 33 140
Jan. I, 1972 20 93 N.A. N.A.

In addition to the elimination of a sizeable number of 
restrictions, Japan has effected several other liberalization 
measures since 1968 of special interest to the United States. 
These include:

(1) Increased quotas for several products of export 
interest to the United states. Agricultural quota increases 
apply to dried peas and kidney-type beans (pinto, great northern, 
navy, and lima beans); fresh oranges and grapefruit? fruit juices; 
tomato juice, ketchup, and sauce; small kernel peanuts; and 
sausages ind other processed meat and meat products. In addition, a 
special quota for high quality beef for hotels in Tokyo was estab 
lished.

In preparation for complete liberalization of certain 
industrial categories, Japan is also gradually increasing their 
quotas.
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(2) During the visit of the Assistant Secretary of State 
for Economic Affairs in Tokyo in the fall of 1969, the Japanese 
agreed to advance the full Kennedy Round tariff reduction on 
soybeans, the leading U.S. agricultural export to Japan.

(3) Effective October 20, 1969, Japan reduced from 5 
percent to a uniform 1 percent the import deposit required at 
the time an import license is issued. Previously, although the 
1 percent rate was applicable to most raw materials and machinery, 
a number of consumer ite.ns were subject to a 5 percent levy. The 
import deposit, which had been required in cash, could thereafter 
be paid in cash, eligible securities, or bank guarantees.

Summary of Items Remaining Under 
Import Quota Control on January 1, 1972

As indicated above, in accordance with Japan's current 
liberalization plans, which may be stepped up, import quotas 
will remain in force on January 1, 1972 on 20 whole categories 
and parts of 93 categories. These items are listed in Attachment 2.

U.S. commercial interest in this list varies from item to 
item with the United States having very large trade interest in 
some items and very little or no trade interest in others.

On the industrial side the items of major trade interest 
include, but are not limited to, computers and parts; light 
airplanes; airplane parts; radar and navigational equipment; 
and coal.

In the agricultural sector the items of chief interest to 
the United States remaining under control include meats, fruits, ' 
and prepared and canned food products. A number of important 
agricultural products that the U.S. exports to japan in large 
volume, such as wheat and tobacco, can be imported only by state 
trading organizations.

U.S. Position

Over the past two years, the United States has concentrated 
on accelerating the reduction and removal of Japan's restrictions 
on trade. The Japanese Government, recognizing the need for 
action, has initiated a gradual program of liberalization and 
has indicated willingness to consider additional relaxations of 
its restrictions. Unfortunately, japan's liberalization efforts

4i-813 O - 70 - 13
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have not kept pace with its increasing economic growth and 
international competitiveness. The result has been a widening 
gap between the Japanese liberalization schedule and its 
capacity for eliminating its import restrictions.

Therefore, the Administration intends to continue to press 
for complete liberalization of Japan's restrictions. Japan 
clearly understands that this target must be reached within a 
reasonable time or the United States will have to consider 
appropriate counter-measures, in the interim, the United States 
maintains its 1968 position   that counter-measures will be 
deferred as long as the process of Japanese liberalization 
continues to accelerate. This is consistent with the United 
States belief that U.S.-Japan trade problems are best resolved 
through the mutual expansion rather than contraction of trade.

Attachments:

1) Items liberalized since 1968 or scheduled for 
liberalization by January 1, 1972

2) Items scheduled to remain under Japan's Import 
Quota System after January 1, 1972

3) Summary of Japanese Liberalization Announcements

4) japaness imports - By Licensing System
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JAPAN

Items liberalized since June 1, 1968 or scheduled for liberali 
zation by January 1, 1972 (scheduled items are indicated by an 
asterisk)

Item Number

* exOl.Ol 

ex02.05

* ex07.06

Description of Goods 

Live horses

Unrendered pig fat free of lean meat, fresh, 
chilled, frozen, suited, in brine, dried or 
smoked

Manioc.

ex08.01-3 

exOS.02-1

* 6x08.02-3

* ex08.04-l

* ex08.06

* sxOS.10

* exOS.11-3

ex09.01-1-(2)

* OD.02-1-(1)

* 09.02-1-(3)

* exlO.07-3

Dates, dried

Limes, fresh

Grapefruit, fresh

Grapes (Vitis vinifera) , fresh

Apples, fresh

Pineapples (whether or not cooked), preserved 
by freezing, not containing added sugar

Grapes, apples and limes, provisionally 
preserved by sulphur dioxide gas or other 
preservative gases

Other coffee, excluding those in containers 
of net content less than 400 grains

Black tea, put up for sale by retail 

Other black tea

Kao-liang and other grain sorghums, excluding 
those purchased by the government and those to 
be used as materials for compound feeds under 
the supervision of the Customs [ef. Subitem 8, 
Item 3 below]

"ex" before an item indicates part' of a category.
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Item Number Description of Goods

11.04 Flours of the fruit falling withing any head 
ing in chapter 8 of the Customs Tariff Schedules

* 11.05 Flour, meal and flakes of potato

11.09 Gluten and gluten flour, roasted or riot
i

* exl2.01-2 Peanuts for oil extraction

* 12.01-3 Rape seede and mustard seeds

* 15.07-1 Soya bean oil

* 15.07-2 Ground-nut oil

* 15.07-3 Rape seed oil and mustard seed oil

* 15.07-4 Sunflower seed oil

* exl5.07-5 Cottonseed oil, excluding those to be used
for manufacturing mayonnaise [ef. Subitem 8 
Item 3 below]

* exl5.07-14 Corn oil, safflower seed oil and sunflower
seed oil

* 15.13-1 Margarine

* exl5.13-2 Shortening

* 16.01 Sausages and the like, of meat, meat offal or
animal blood

exl6.04-2 preparations of roes of cod (including Alaska 
pollack) and of herring, excluding those 
sterilized by heating in airtight containers

* exl6.05-l Scallops, adductors of shellfish and cuttlefish,
smoked

* 17.04-1 chewing gum

* exl9.02 cake-mixes

* exl9.03 ' Macaroni, spaghetti, vermicelli and noodle
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Item Number Description of Goods

* 19.04 Tapioca and sago; tapioca and sago substitutes
obtained from potato or other starches

* exl9.05 Prepared foods obtained by the swelling or
roasting of cereals or cereal products (puffed 
rice, corn flakes and similar products) ex 
cluding preparations other than those of rice, 
wheat, barley (including naked barley) and 
corn flakes

* ex20.03 Pineapple preserved by freezing, containing
added sugar

* ex20.07 Lemon juice

* ex21.07-2-(1) Bases for beverage, non-alcoholic, excluding
Korean ginseng tea

*. ex22.02 Lemonade, flavoured spa waters and flavoured
aerated waters, s;id other non-alcoholic 
beverages, containing edded fruit juices, not 
including fruit and vegetable juices falling 
within heading No. 20.07 of the Customs Tariff 
Schedules , excluding fruit nectar

22.04 Grape must, in fermentation or with fermen 
tation arrested otherwise than by the addi 
tion of alcohol

22.05 Wine of fresh grapes, grape must with fermen 
tation arrested by the addition of alcohol

22.06 Vermouths, and other wines of fresh grapes 
flavoured with aromatic'extracts

* ex22.09-l-(l) Whisky 

.ex22.09-1-(1)-B Bottled Bourbon Whisky,-
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Item Number Description of Goods

22.09-1-(2) Brandy (including cognac)

ex22.09-2-(1) Liqueure (excluding clixier Korean ginseng)
*

ex23.01 Flours and meals, of whale meat <

* ex23.03 Residues of starch manufacture from manioc,
arrowroot, salep, Jerusalem artichokes, sweet 
potatoes and other similar roots and tubers, 
or sago

* 23.04-1 Oil-cake and other residues resulting from
the extraction of soya bean oil

*-ex23.04-2 Oil-cake and other residues resulting from
the extraction of rape seed oil or mustard 
seed oil

6x23.07-2 Certain compound feeds (pet foods)

* 25.02 Unroasted iron pyrites

* ex25.04-2 Other nautral graphite, amorphous

* 26.01-5 Tungsten ore

* 27.04 Coke and semi-coke of coal, of lignite or of
peat

* 28.42-1 Soda ash

* 29.23-3 Sodium glutamate

29.43-1 Malt sugar

29.43-2 Sorbose

ex29.43-3 Other sugars (hexoses and disaccharides)
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Item Number Description of Goods

* ex29.44-2 Antibiotics, other (chloramphenicol, tetra-
cycline and cycloserine, excluding prepara 
tions of derivatives of chloramphenicol or 
tetracycline)

ex33.04-l Fruit flavours, of an alcoholic strength of 10 
degrees or higher containing fruit juices

ex330.4-2 Other fruit flavours, containing fruit juices

37.02-1-(1), Cinematographic colour film

* 37.02-2-(2) Other colour film

41.03-1 Sheep and lamb skin leather, dyed, coloured, 
stamped or embossed

* ex41.08 Patent leather and imitation patent leather,
excluding imitation patent leather manufac 
tured leather falling within heading No. 
41.05 of the Customs Tariff Schedules

* ex42.03-l Articles of apparel of leather or of composi 
tion leather, containing furskin or combined 
or trimmed with precious metals, rolled 
precious metals, metals plated with precious 
metals, precious stones, semi-precious stones, 
pearl, coral, elephant's tusks or "Bekko"

* ex42.03-2 Articles of apparel of leather or of composi 
tion leather, other

* ex44.02 Wood charcoal (including shell and nut
charcoal), agglomerated or not excluding 
coconut-shell charcoal

ex46.02-l "Wara mushiro" (a kind of .straw mats)

ex46.03-2 "Wara mushiro" (a kind of straw sack used 
for the packing of goods)
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Item Number Description of Goods

ex53.11 Woven fabrics of sheep's or lamb's wool or
of fine animal hair, containing not less than 
30% by weight of sheepr or lamb's wool or 
fine animal hair, excluding those used for 
piano

* 54.02 Ramie, raw or processes but not spun, ramie
noils and waste (including pulled or garnet- 
ted rags)
' /

* 58.10 Embroidery, in the piece, in strips or in
motils

* ex64.05-l parts of footwear of leather

70.06 Cast, rolled, drawn or blown glass (including 
flashed or wired glass) in rectangles, surface 
ground or polished, but not further worked

* CX71.03-2 Synthetic precious or semi-precious stones
other (other than polished, perforated or 
similarly worked)

6x73.15-1-(3) Alloy tool steel, free cutting steel, and 
alloy hollow mining drill steel

* 82.07 Tool-tips and plates, sticks and the like for
tool-tips, unmounted, of sintered metal car 
bides (for example, carbides of tungsten 
molybdenum or vanadium)

ex84.01-l Steam generating boilers, with a generating 
capacity of more than 1,300 tons per an hou.it

* ex84.06-l-(1) internal combustion piston engines for motor
vehicles (those for totor vehicles (excluding 
three-wheeled motor vehicles) falling within 
heading No. 87.02 and No. 87.03 of the 
Customs Tariff Schedules)

ex84.06-l-(3) Outboard motors with a rating of not less 
than 10 HP but less than 20 HP
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Item Number Description of Goods

* ex84.06-l-(4) Water cooling diesel engines, with a rating
of more than 100 HP but less than 1,000 HP

* ex84.06-2 Parts of internal combustion piston engines
(pistons, connecting rods and cylinder blocks 
for internal combustion piston engines)

ex84.35-l Automatic printing machines of the relief 
and litographic, sheet fee type excluding 
offset press with a size not more than 364 
mm x 515 mm

ex84.41-l-(2) Other sewing machines, (excluding straight
line lock-stitching industrial sewing machines 
of not less than U.S.S40.00 per set in GIF 
value)

ex84.45-l-(1) Lathes manufactured one year or more ago

ex84.45-l-(2) Drilling machines and boring machines, 
manufactured one year or more ago

ex84.45-l-(3)-A Universal tool milling machines, manu 
factured one year or more ago

ex84.45-l-(3)-B Profile milling machines (including die- 
sinking machines), equipped with one or two 
milling spindle, of a working surface less than 
1 square meter, excluding hand operated 
type machines and cain type, manufactured one 
year or more ago

ex84.4S-l-(3)-c Piano-millers, with a table not more than
2,000 mm in width, manufactured one year or 
more ago

ex84.45-l-(3)-D other piano-millers; other milling machines 
manufactured one year or more ago, excluding 
other piano-miller in the foregoing

ex84.45-l-(4)-A Planers, with a table not more than 2,000 mm 
in width, manufactured one year or more ago
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Tariff Item 

84.45-1-(4)-B 

6x84.45-1-(5)

ex84.45-l-(6) 

ex84.45-1-(7)

* 84.51-1-(1)

* 84.52-1-(2)

* ex84.52

ex84.63-2 

6x85.01-1

6x85.21-1

* 6X85.21-2

6x87.02-1

Description of Goods 

Other planers

Grinding machines, manufactured one year 
or. more ago

Gear cutting machines and gear finishing 
machines, manufactured one year or more ago

Machine tools, other, manufactured one year 
or more ago

Typewriters designed to work in electrical 
connection with digital type electronic 
computers

Other typewriters, western type

Electronic calculating machines (table type) 
with memory capacity of less than 2,000 bits, 
without printer

Crank shafts

Electric generators with a rating of more 
than 400,000 kilo-watts

.Thermionic-valves and tubes of not less than 
U.S.$5.00 per piece in GIF value (excluding 
cathode ray tubes for television receivers)

Mounted transistors and similar mounted 
devices incorporating semi-conductors (digi 
tal type integrated circuits; linear type in 
tegrated circuits with not less than 35 ele 
ments in circuit)

Motor vehicles for the transport of persons 
(including racing cars, passenger -jeeps and 
combined passenger cargo carts, but not 
including buses falling with heading No. 
87.02-2 of the Customs Tariff Schedules, 
special transport vehicles such as ambulances 
and motor vehicles of track-laying type) 
(those once purchased by end-users) (excluding 
three-wheeled passenger motor cars)
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Tariff Item Description of Goods

ex87.02-4-(3) Chassis fitted with engines and cabs (those 
for the transport of persons)

ex87.04 Chassis, fitted with engines, for the motor 
vehicle    falling within heading No. 87.01 
or 87.02-i of the customs Tariff Schedules
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JAPAN

Items scheduled to remain under Japan's import Quota system 
after January 1, 1972

Tariff Item No. 

ex01.02

01.03 

ex02.01-l

ex02.01-2

02.06-1 

ex02.06-2

ex03.01-2-(2)

6x03.02-1

ex03.02-2-(1)

ex03.02-2-(2)

Description of Goods

Live animals of the bovine species, excluding 
buffaloes

Live swine

Meat and offals, of bo"*ne animals, fresh, 
chilled or frozen, excluding tongue and 
internal organs

Meat and offals, of pigs, fresh, chilled or 
frozen excluding tongue and internal organs

Ham and bacon

Meat and edible offals, of bovine animals 
and pigs, salted, in brine, dried or smoked

Herring, cod (including Alaska pollack), 
yellow-tail, mackerel, sardines, horse-mackerel 
and sauries excluding roes of yellow-tail, 
or mackerel, of sardines, of horse-mackerel 
and of sauries, fresh (live or dead), chilled 
or frozen

Hard roes of cod (including Alaska pollack) 
and of herring, salted, in brine, dried or 
smoked

Cod (including Alaska pollack) , herring, 
yellow-tail, mackerel, sardines, horse- 
mackerel and sauries, salted, in brine, or 
dried; "Niboshi" (small boiled and dried fish 
for seasoning use)

Cod(including Alaska pollack), herring, 
mackerel, sardines, yellow-tail, horse- 
mackerel and sauries smoked

 ex" before an item indicates part of a category.
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'Tariff Item No. 

ex03.03-2-(l)

ex03.03-2-(2) 

ex04.01

04.02

04.03

04.04-1 

ex04.04-2

07.05-1 

6x07.05-2

6x07.05-4 

6x07.06

Description of Goods

Scallops and cuttlefish, live; scallops, adduc 
tors of shellfish and cuttlefish, fresh, chilled 
or frozen

Scallops, adductors of shellfish 2nd cuttlefish, 
salted, in brine or dried

Sterilized milk and cream and other cream 
with fatty content 13% or more, fresh, not 
concentrated or sweetened

Milk and cream, preserved, concentrated or 
sweetened

Butter

Processed cheese

Other cheese(excluding natural cheese and curd)

Small red beans

Broad beans and peas, excluding seeds for 
growing vegetables

Other dried leguminous vegetables, excluding 
seeds for growing vegetables

Arrowroot, salep, Jerusalem artichokes, sweet 
potatoes(excl. fresh sweet potatoes) and other 
similar roots and tubers with high starch or 
inulin content, fresh or dried,whole or sliced; 
sago pith

ex08.02-2 

ex08.02-4 

ex08.11-2

exOB.11-3

10.01

10.03

Orange, fresh 

Tangerines, fresh

Oranges, provisionally preserved by sulphur 
dioxide gas or other preservative gases

Grapefruit, tangerines, (Vitis vini-fera) 
an<3 provisionally preserved by sulphur 
dioxide gas or other preservative gases

Wheat and meslin

Barley (including naked barley)
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Tariff Item No. Description of Goods

10.06 Rice

11.01-1 Wheat, flour

exll.01-2 Rice flour, barley flour (including naked
barley flour) and flours of kac-iiang and 
other grain sorghums

exli.02-1 Groats and meal of wheat and rice, excluding
germs thereof; other worked wheat and rice 
(for example, rolled, flaked, polished, 
pearled or kibbled, but not further prepared), 
except husked, glased, polished or broken 
rice excluding germs thereof

exll.02-2 Groats and meal of barley (including naked
barley) and Kao-liang and other grain 
sorghums; other worked barley, (including 
naked barley) and kao-liang and other grain 
sorghums (for example, rolled, flaked, 
polished, pearled or knibbled, but not 
further prepared)

11.06 Flour and meal of sago and of manioc,
arrowroot; salep and other roots and tubers 
falling within heading No. 07.06 of the 
Customs Tariff Schedules

11.07 Halt, roasted or not

11.08 Starches; inulin

exl2.01-2 Ground nuts

exl2.07-5-i/ Coca leaves

exl2.07-ll-i/ Cannabis plant and poppy straw

12.08-2-(1) Edible seaweeds, formed into rectangular 
papery sheets not more than 430 square- 
centimeters per piece

12.08-2-(2) Seaweeds of genus Porphyra and other
seaweeds mixed with genus Porphyra, edible, 
excluding those falling within heading No. 
12.08-2-(1) of the Customs Tariff Schedule?
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Tariff Item No. 

CX12.08-2-(3)

Ssxl3.03-9-(2)-Bl/

17.02-4-(1)

17.02-4-(2)-B 

17.02-? 

17.02-6 

17.02-7 

17.02-8 

17.03 

exl7.04-2-(2) .

Description of Goods

Other edible seaweeds (genus Enteromerpha, 
Monostroma, Kjellmaniella and Lamineria)

Resin, extracts and tinctures of cannabis 
raw opium and crude cocaine

Tubers of Konnyaku (Amorphophallus) whether 
or not cut, dried or powdered

Other seaweeds (genus Porphyra, Enteromorpha, 
Monostroma, Kjellmaniella and Laminaria)

Dates, denatured

Other prepared or preserved meat and offals, 
of bovine anijnals or pigs; other preparations 
chiefly consisting of meat and offals of 
bovine animals or pigs

Rock candy, cube sugar, loaf sugar and simi 
lar sugar, of beet sugar and cane sugar

Other beet sugar and cane sugar

Grape sugar, not containing added sugar

Malt sugar, not containing added sugar

Milk sugar (not containing added sugar) , 
less than 90% pure milk sugar content

Rock candy, cube sugar, loaf sugar and simi 
lar sugar

i Other sugar 

: Sugar syrup 

":Caramel

Artificial honey

Sugars ari3 syrups, other

Molasses, whether or not decolourised

Other sugar confectionery (excluding cough 
drops)
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Tariff Item No. Description of Goods

17.05 Flavoured or coloured sugars, syrups and 
molasses, but not including fruit juices 
containing added sugar in any proportion

18.06-1 Chocolate confectionery

exl8.06-2-(1) Other food preparations containing cocoa
and added sugar, in powder, plate or lump

exl9.08-l Cookies, biscuits and crackers containing
added sugar

exl9.08-2 Cookies, biscuits and crackers!, other

20.02-2-(1) Tomato puree and tomato paste

ex20.02-2-(2) Mashed potatoes and potato flakes

ex20.05 Fruit puree and fruit pastes

20.06-1-(1) Pineapples containing added sugar or spirit

ex20.06-l-(2) Fruit pulps containing added sugar or spirit

20.06-2-(1) Pineapples, other

6x20.06-2-(2) Other fruit pulps and roasted ground-nuts

20.07-1-(1) Fruit juices containing added sugar

ex20.07-1-(2) Other fruit juices, excluding soebases

ex20.07-2 Tomato juice, the dry weight content of
which is less than 1%

21.04-1-(1) Tomato ketchup and tomato sauce

ex21.04-l-(2) Mixed seasonings, chiefly containing of
sodium glutamate

ex21.07-l Food preparations containing added sugar,
excluding rations, peanut butter and Korean 
ginseng tea
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Tariff Item No. Description of Goods

ex21.07-2- (2) ice cream powder, prepared milk powder for
infants and other preparations maintly con 
sisting of milk; food preparations of 
seaweeds (genus Porphyra, Enteromorpha, 
Monostroma, Kjellmaniella and Latninaria) ; 
"mpchi" )roce-cake), cooked rice, raosted rice, 
flours, enriched rice with vitamin and other 
similar food preparations of rice, wheat and 
barley (including naked barley)

ex22.02 Fruit nectar

22.08 Ethyl alcghol, undernfft-ured, 'of a strength 
eighty-'rSegrees or higher; denatured alcohol 
of" any strength

«=x23.01 Flours and meals of fish, residues of fish,
unfit for human consumption

ex23.07-2 Compound feeds, excluding those of more than
V?0 per kilogrammes in GIF value (put up for 
sale by retail, in-containers of a capacity 
not more than 25 KG in net weight) (excluding 
those containing not less than 35% by weight 
of crude protein) and residues falling within 
heading No. 23.03 of the customs Tariff Schedules 
(excluding residues of starch manufacture) 
pelletized by the addition of molasses (not 
more than 25% by weight of added molasses) ; 
and fish soluble unfit for human consumption

24.01 Unmanufactured tobacco; tobacco refuse

24.02 Manufactured tobacco; tobacco extracts and 
essences

ex25.01 ^Conation salt (including rock salt, sea salt
and table salt; pure sodium chloride; salt 

. liquors

ex25.03 Sulphur of all kinds (excluding insoluble
sulphur), other than sublimed sulphur, pre 
cipitated sulphur and colloidal sulphur

ex25.32-l-(2)A/ Ores of radio-active elements

ex26.01-8 i/ Gold ore and metal ore of radio-active element

ex26.03-2l/ Slag of gold

44-813 O - 70 - 14
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Tariff Item No. Description of Goods

27.01 Coal; briquettes, ovoids end similar solid 
fuels manufactured from coal

27.02 Lignite, whether or not agglomerated

ex27.10-l-(3) Gas oils, excluding those in containers of
a capacity less than 300 liters

ex27.lO-l-(4) Heavy fuel oils and raw oils, excluding those
in containers of a capacity less than 300 liters 
and raw oils for refining

ex27.10-1-(6) Other petroleum oils and oils obtained from
bituminous minerals, excluding those in con 
tainers of a capacity less than 300 liters

ex28.50 I/ Fissile chemical, elements and isotopes, com 
pounds, inorganic or organic, of such elements 
or isotopes whether or not chemically defined; 
alloys dispersions and cermets, containing any 
of these elements, isotopes or compounds

28.52-1 =/ Compounds, inorganic or organic, of thorium 
or of uranium depleted in U235

ex29.05-2-(l) Menthol

ex29.22-5-=' Phenyl-aminopropane and its salts

ex29.23-4  =/ Methadone group synthetic narcotic drugs
excluding those having the morpholine nucleus

6x29.25-5-=' Aniline group synthetic narcotic drugs

ex29.27-3 ' Methadone group synthetic narcotic drugs
excluding those having tha morpholine nucleus

ex2 9.35-11  =/ Arainobutane group synthetic narcotic drugs,
aniline group synthetic narcotic drugs, benzi- 
midazole group synthetic narcotic drugs, 
benzomorphone group synthetic narcotic drugs, 
methadone group snythetic narcotic drugs(those 
having the morpholi^-; nucleus), morphinan 
group synthetic narcotic drugs and pethidine 
group synthetic narcotic drugs



207

Tariff Item Ho.   Description of _Gop.ds

ex29.42-l I/ Opium alkaloids and their derivatives
(narcotic drugs)

ex29.42-3-(3)A/ Ecgonine, cocanine, cocaine hydrochloride
and concaine sulphate

ex29.42-3-(6)-=/ Ephedrine and its compounds; compounds of
ecgonine

ex30.02-l Microbial vaccines (excluding yellow fever
vaccine, distemper vaccine combined dis 
temper vaccine, mink enteritis vaccine mink 
enteritis vaccine combined with clostretium 
botulinum type C toxoid)

ex30.02-2 Immune scrum (excluding distemper serum
and combined distemper serum)

ex30.03-4 I/ Preparations containing phenylaminopropane,
phenylmethylaminiopropane cr any of their 
salts; preparations of opium alkaloids or 
their derivatives (narcotic drugs), prepara 
tions of ecgonine, cocaine, cocaine hydro- 
chloride or cocaine sulphate; preparations 
of andnobutane group synthetic narcotic drugs, 
aniline group synthetic narcotic drugs, ben- 
zimidacole group snythetic narcotic drugs, 
benzomorphane group synthetic narcotic drugs, 
methadone group synthetic narcotic drugs 
(including those having the morpholine nucleus), 
morphinan group synthetic narcotic drugs or 
pethidine group snythetic narcotic drugs

ex33.01-l-(3) Peppermint oil (excluding peppermint oil of
mitcham type) and crude peppermint oil

35.05 Dextrins and dextrin glues; soluble or 
roasted starches; starch glues

36.01 i/ Propellent powders

36.02 i/ Prepared explosives, other thsn propelent 
powders
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Tariff Item No.

36.03 I/

36.04 I/

ex38.12-2 

41.02

41.04-1 

6x64.02-1

ex64.02-2-(1) 

6x71.11-2 A/

Description of Goods 

Mining, blasting and safety fuses

Percussion and detonating caps; igniters 
and detonators

Prepared dressings for starching

Bovine cattle leather (including buffalo 
leather) and equine leather, except leather 
falling within heading No. 41.06, 41.07 or 
41.08 of the Customs Tariff Schedules

Goat and kid skin leather, dyed, coloured, 
stamped or embossed

Footwear (excluding those for sports and 
slipper), with the uppers of whole leather 
or of furskin and leather in part

Footwear (excluding those for sports and 
slipper), with outer soles of leather and 
with the uppers of leather in part

Goldsmith',silversmiths' and jewellers' 
sweeping residuse, lemels and other waste 
and scrap of gold and gold alloys

81.04-1 

ex81. 04-2- (3) y

6X81.04-3 i/

6X84.05-1-(1)

84.08-1-(1)

Uranium depleted in U235 and articles thereof

Unwrought powders, flakes, waste and scrap 
of thorium

Thorium and articles thereof, cermet containing 
thorium and articles thereof

Steam turbines, with a rating of more than 
400,000 kilo-watts

Engines and motors for aircraft
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Tariff Item No. Description of Goods

84.08-2-(1) Parts of engines and motors for aircraft

ex84.52-l-(1) Digital type electronic computers and the
machines of following descriptions, if 
imported with digital type electronic com 
puters; input units, output units, input-, 
output units and memory units, designed to 
work in electrical connection with the com 
puters above, and controllers belonging to 
the machines of all the foregoing

84.53-1 Digital type electronic computers and the 
machines of following descriptions, if im 
ported with digital type electronic comput 
ers, excluding electronic calculating punches 
with self-contained mechanism for reading 
and punching cards; input unit, output units, 
input-output units and memory units, designed 
to work in electrical connection with the 
computers above, and controllers belonging 
to the machines of all the foregoing

84.53-2 Input units, output units and input-output
units designed to work in electrical connection 
with digital type electronic computers (other 
than those specified in heading No. 84.53-1 
of the Customs Tariff Schedules)

84.54-1 Input units, output units, input-output units
and memory units designed to work in electrical 
connection with digital type electronic 
computers; magnetic tape converters and 
magnetic tape printers used together with 
those machines

ex84.55 Parts sutiable for use solely or principally
with machines of kind falling within heading 
No. 84.51-1-d), 84.52-1-(1), 84.53-1, 
84.53-2 or 84.54-1 of the Customs Tariff 
Schedules

84.59-6  =/ Nuclear reactors and parts thereof
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Tariff Item No. Description of Goods

ex85.13 Telephone switchboards and exchanges
(electronic system)

ex85.15-3 Radar apparatus (for aircraft)

ex85.15-4 Radio navigational aid apparatus for aircraft
-and radio remote control apparatus for aircraft

85.22-1 Controllers for digital type electronic
computers or for the machines of following 
descriptions:input units, output units, 
input-output units or memory units designed 
to work in electrical connection with the 
computers above, and magnetic tape converters 
or magnetic tape printers used together with 
the machines of all the foregoing

ex85.22-2 Other electrical goods and apparatus (those
suitable for use solely or principally with 
machines of a kind falling within heading 
No. 85.22-1 of the Customs Tariff Schedules)

87.08 i/ Tanks and other armoured fighting vehicles •,
motorized, whether or not fitted with weapons 
and parts of such vehicles

88.01-=/ Ballons and airships 

. 88.02 Flying machines, gliders and kites; rotochutes

88.03 Parts of goods falling in heading No. 88.01 
or 88.02 of the Customs Tariff Schedules

88.04 I/ Parachutes and parts thereof and accessories 
thereto

88.05 i/ Catapults and similar aircraft launching 
gear; ground flying trainers, part of any 
of the foregoing articles

ex89.01 i/ Warships

ex90.2&-3 i/ instruments of apparatus for measuring or
"detecting alpha, beta, gamma, X-ray, cosmic 
or similar radiations (those containing 
nuclear fuels materials.)
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Tariff item No. Description of Goods

93.01 ̂ / Side-arms (for example, sword, cutlasses
and bayonets) and parts thereof and scabbards 
and sheaths theieof

93.02 A' Revolvers and pistols, being firearms

93.03 -i/ Artillery weapons, machine-guns, sub-machine- 
guns and other military firearms and projectors 
(other than revolvers and pistols)

93.04  =/ Other firearms, including very light pistols, 
pistols and revolvers for firing blank am 
munition only, line-throwing guns and the like

93.05 -i/ Arms of other descriptions, including air, 
spring and similar pistols, rifles and guns

93.06 i/ parts of arms, including roughly sawn gun 
stock blocks and gun barrel blanks, but 
not including parts of side-arms

93.07 —' Bombs, grenades, torpedoes, mines, guided 
weapons and missiles and similar munitions 
of war) and parts thereof; ammunition and 
parts thereof, including cartridge wads; lead 
shot prepared for ammunition

JL/ National Security Item
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Summary of Japanese Liberalization Announcements 

Since April 1, 1969

1. On April 1, 1969, Japan roj.ioved import quotas on all 

or part of six fcur-digit BTN categories.

2. On October 1, 1969, Japan shifted 133 items from the ' 

AIQ to the AA list. In addition, two itnms were liberalized 

from the IQ to the AA list, and three more items were trans 

ferred from IQ to AIQ.

3. In an announcement dated October 17, 1969, Japan 

released a list of 55 items to be removed from the IQ list by 

January 1, 1972. No categories were officially liberalized at 

this time.

4. On February 14, 1970, nine items, all of which were 

part of the 55 scheduled for liberalization, were removed from 

the import Quota list. Five went directly to Automatic Approval 

and 4 were transferred to AIQ.

5. Eff* -tive April 1, 1970, Japan announced liberalization 

of 11 items previously under i;-.j.urt quotas. Six items went 

directly to Automatic Approval, while 5 were shifted to the 

AIQ list. In the same announcement Japan added 5 items to its 

list of 55 commodities to be liberalized by December 1971.
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Japanese 'Imports - By Licensing System 
1969   $ Millions

From "World From U.S.

TOTAL - ALL SYSTEMS $15,024 $4,090
Agricultural 922
Industrial 3,168

IMPORT QUOTA (IQ) 2,174 974
Agricultural (BTN Chap. 1-24) " 222

Wheat & meslin " 133
Unmanufactured tobacco 49
Manufactured tobacco _^

Total 186

Industrial 752
Coal 365
Computers, parts & accessories 104
Aircraft engines & parts 27
Aircraft & parts _34

Total 530

Scheduled to be Liberalized by Dec. 1971
Agricultural 7
Industrial, 16

AUTOMATIC IMPORT QUOTA (AIQ) 1,851 610 

AUTOMATIC APPROVAL (AA) 10,999 2,506
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Progress Toward Eliminating Barriers to U.S. Exports

During the June 1968 hearings on foreign trade and tariff proposals, sum 
maries of progress in the elimination or reduction of trade barriers 
maintained by our major trading partners in the General Agreement on 
Tariffs and Trade were submitted to the Vays and Means 'Committee. The 
"following material describes further actions taken by these countries in 
removing trade barriers since raid-1968.

, Australia

In response to U.S. initiatives, Australia agreed on July 29, 1968 to a . 
temporary halt on its subsidy of canned peach exports to major markets. 
The Australian government did not reinstate the subsidy 'at the expiration 
of the one- year moratorium and is not expected to resume export payments 

  on canned peaches. .  

, Austria. "  "

Austria removed import restrictions on matches in 1968 and on dead poultry 
in 1969. In February 1969 in response to U.S. requests Austria revoked 
its import fee on vegetable oilcake and agreed further that it would not 
replace the fee with a domestic tax or other measure of equivalent effect. 
A current draft procurement law proposes to eliminate discrimination 

. against foreign firms in Federal Government procurement.

Benelux _ ,
* * * "

On January 1, 1970, the Benelux countries liberalized imports of penicillin 
and medicaments containing penicillin.

Canada-

Cat <Ma revised its antidumping legislation effective January 1, 1969 to 
include a provision requiring a finding of injury to domestic industry 
before ,an antidumping duty can be levied. The legislative change was 
necessary for Canada to adhere to the GATT International Antidumping Code.

* * * *

Denmark

' Denmark liberalized imports of fresh, and preserved peas and broccoli and 
certain f rmented beverages, such as cider, in 1968. Quantitative restric 
tions were removed on certain frozen or prepared fruits, macaroni and . 
spaghetti, and live sheep and goats except breeding animals, in 1969.- 
Effective January 1970, frozen and canned spinach, roasted coffee and 
i. >f f ee substitutes containing coffee, and wines and vermouths of fresh 
grapes were freed of import restrictions. " -
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Finland

In 1969 slight progress was made in easing credit restrictions on imported 
automobiles. For cars imported from the United States and other countries, 
the down-payment was reduced from 60 percent to 50 percent with 12 months 
instead of 9 to pay the balance. For imports from certain bilateral 
trading countries such as the USSR and Czechoslovakia, the minimum down-' 
payment required was reduced from 40 percent to 30 percent and the time 
in which to pay the balance was increased from 18 months to 20 months.

France

In July 1969 quantitative restrictions were eliminated on aircraft of 
weights up to 15 tons and on all helicopters. France also removed quan 
titative restrictions on the importation of pork lard and pork grease 
that are to be used for industrial purposes only. While the French Govern 
ment recently agreed to liberalize licensing on semiconductors, importers 
are still encountering some difficulty in obtaining licenses.

Federal Republic of Germany

Import restrictions on processed cherries were eliminated in 1968.

Italy

In December 1968, Italy announced liberalization of salt and pure sodium 
chloride, sulphur, citric acid and crude calcium citrate, tulle net 
fabrics and mechanically-made lace .and lace goods, articles of gold, and 
jewelry and other articles of precious metals. A bilateral quota was 
established in 1969 for wines originating in and coming.from the United 
States. In March 1970, Italy reduced its border tax adjustments.

Japan

See separate paper on Japan.

New Zealand

The New Zealand Government exempted seventeen tariff items, mainly 
pvchinery, from import licensing effective November 1968. Included in 
these exemptions were equipment for bookbinding, paperroaking. , rinting 
glassworking, textile and cement industries. The 1970-71 Import Licensing 
Schedule eliminates licensing requirements for a variety of items. 
Products which will no longer require import licensea after July 1, 1970 
include electronic data processing machines, plastic raw materials in 
powder and granular form, canned fish, pulses, certain iron and steel 
shapes, pneumatic tires and tubes, knitting machines," certain musical 
instruments, and outboard, and inboard marine engines. As a result of 
these exemptions, approximately 68 percent by value of all private (non- 
go v^rnraental). imports will be free of import licensing controls after 
July 1, 1970.
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United Kingdom

In 1967 import restrictions were lifted on aircraft of an all-up weight 
of over 4500 pounds imported from the dollar area. Similar restric 
tions were removed that year on most types of pig meat. Also in 1967 . 
the United Kingdom eliminated its 1% to 3% percent export rebates 
which covered a broad range of products. The 50 percent import deposit, 
requirement imposed in late 1968 was reduced to *»0 percent, effective 
for a one-year period beginning De'cember 1969, and more recently to 
30 percent. The steel loyalty rebate of up to t 4 per ton initiated 
in July 1967 was eliminated in June 1969.
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Congressional Declaration

In his message accompanying the "Trade Act of 1969" 
the President said that he "would welcome a clear statement 
of Congressional intent with regard to nontariff barriers 
to assist in our efforts to obtain reciprocal lowering of 
such barriers." But such a declaration is not intended to 
be used as a "blank check". On the contrary, the President 
pledged "to maintain close consultation with the Congress 
during the course of any such negotiations, to keep the 
Congress fully informed on problems and progress, and to 
submit for Congressional consideration any agreements which 
would require new legislation. The purpose of seeking such 
an advance declaration is not to bypass congress, but to 
strengthen our negotiating position."

Under the Constitution (Article I, Section 8) the 
Congress has the power to "lay and collect" import duties. 
Since 1934 Congress has periodically delegated to the 
President prior authority to implement negotiated tariff 
reductions. In order to stay within Constitutional limits 
this delegation of authority has been limited and carefully 
circumscribed.

Such a prior Congressional delegation of authority to 
the President is probably not feasible in the case of non- 
tariff barriers (NTB's), which are usually imbedded in a 
variety of domestic laws. Because of their heterogeneous 
nature there is no common standard applicable to them that 
would lend itself to a general delegation of authority. 
Therefore, unless Congress were to spell out in great 
detail the specific measures that might be taken on various 
individual NTB's, Congressional action to implement NTB 
negotiations would have to take place after rather than 
before agreements were negotiated, in other words, NTB's 
would have co be negotiated on an ad referendum basis.

The Executive has consistently taken the view that 
the President has inherent constitutional power to nego 
tiate agreements with other countries and does not need 
Congressional authority to do so. However, because of the
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necessity to submit negotiated agreements to the Congress for 
approval, the President's hand in NTB negotiations would be 
greatly strengthened by a Congressional statement favorable 
to them. Such a statement would in no way commit the congress 
with respect to any agreements that might be concluded. It 
would greatly facilitate present U.S. efforts directed toward 
the elimination and reduction of NTB's, if the Congress were 
to indicate that it favors NTB negotiations, appreciates that 
matters of U.S.. domestic law and practice will be involved, 
and is prepared to consider any specific agreements on their 
merits.
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Summary of U.S. Government Efforts 
to Identify Nontariff Trade Barriers (NTB's)

1. Bureau of International Commerce, (BIC) solicitations for N.TB 
complaints through Commerce Department Field Offices and 
through the weekly publication International Commerce (1962- 
1963) .

2. Business and Defense Services Administration (BDSA) Industry
Conferences (1963). These meetings were held with 64 industries 
covering the major areas of domestic economic activity in order 
to allow the participating industries an opportunity to advise 
Commerce on specific foreign tariff and nontariff barriers 
affecting their exports for use by the United States negotiators 
in the Kennedy Round.

3. , BDSA/BIC Questionnaire Survey of Foreign NTB's (1963) . This 
survey covered over 2,000 U.S. exporting firms for the purpose 
of further documenting and estimating the effect on exports of 

  specific NTB problems for use in the Kennedy Round.

4. Public Hearings before the Trade Information Committee and the 
Tariff Commission (1964) as provided fos by the Trade Expansion 
Act to afford interested parties the opportunity to present their 
views concerning any matter relevant to trade agreement negotia 
tions .

5. Hearings before the Subcommittee on Foreign Economic Policy of 
the jjint Economic Committee (1957) . The hearings preceded a 
JEC reassessment of U.S. foreign trade policy following con 
clusion of the Kennedy Round in June 1967.

6. Public Hearings before the Trada Information Committee (1968) 
on the Future of U.S. Foreign Trade Policy. Views of interested 
parties were reflected in the Report to the president on Future 
U.S. Trade Policy submitted by the Special Representative for 
Trade Negotiations in January 1969.

7. Hearings before the House Conanittee on Ways and Means (1968). 
The hearings encompasse-d not only the Administration's trade 
proposal but also a series of trade policy issues, including 
NTB's.

8. Formal operating procedures have been established within the 
Commerce Department to deal with the wealth of data developed 
through these previous sources. This system assures that
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(1) formal written records of each NTB reported are system 
atically and promptly established; (2) decisions for appro 
priate action are made and agreed upo'n by country, trade 
policy, and commodity specialists; (3) complainants are 
informed of actions and results; and (4) periodic progress 
reports are prepared.
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Tripartite Harmonization of Electronic Components Systems

  * * 
The European scheme for electronic components represents an effort by 
the West European countries to harmonize standards and qualif assurance 
procedures in order to broaden the market for their electronics indus 
tries. The scheme provides for the harmonization of specifications and 
the establishment of compatible systems of inspection and quality control 
in the participating countries. Products from approved manufacturing 
plants will bear a mark of conformity, which signifies that they will be 
acceptable in any of the participating countries without further testing. 
This would make it possible to have longer production runs than are 
possible with sales in only one country.

The designation "Tripartite" derives from the fact that the scheme was 
developed by the Tripartite Committee on Standardization, which is made 
,up of standards experts from France, the Federal Republic of Germany 
and the United Kingdom. After the Tripartite Committee, which began its 
work on electronic components in 1967, had completed its first draft of 
the Basic Rules for the system it invited representatives from the 
member countries of the European Electrical Standards Coordinating 
Committee (CENEL), which includes the EC and EFTA countries plus Finland, 
to participate. Of these, Belgium, Denmark, Finland, Italy, The 
Netherlands, Norway and Sweden took part in working out the details of 
the scheme. In 1969 the Tripartite Committee requested CENEL to take 
over the administration of the scheme as far as the harmonization of 
specifications is concerned. For this purpose CENEL set up the CENEL 
Electronic Components Committee (CECC), which in April 1970 accepted 
the final version of the Basic Rules. A separate organization with 
similar membership, the Electronic Components Quality Assurance 
Committee (ECQAC) was established to supervise the inspection and 
quality control aspects of the system. The participating countries hope 
to produce the first harmonized specification by the end of this year and 
have the scheme in operation in 1971 or 1972.

In 1968 the United States Government contacted the Governments concerned 
to ascertain what effect the Tripartite scheme might have on exports of 
U.S. electronic components to Western Europe (which amounted to $280 
million in 1969). The information developed indicated that the scheme 
could hamper U. S. exports seriously because there was no way for them 
to obtain the nark of conformity and they would hence be subject to 
additional testing and expense. Accordingly, the U.S. Government made

44-813 O - 70 - li
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representations to the Tripartite Governments tljat it considered the 
scheme to be a potential non-tariff barrier to U.S. exports and 
requested that arrangements be made for U.S. observers to attend 
meetings at which the scheme was being developed. Although the 
Tripartite Governments were unwillin> to have non-European observers, 
they authorized the British Ministry of Technology to send a 
delegation to the United States in October 1969 to explain the 
scheme and discuss its ramifications with U.S. Government and 
industry representatives. As a result of the above meeting corre 
spondence was initiated on the possibility of U.S. participation in 
an expanded international schema for the harmonization of elec 
tronic components. Apparently because of clearance problems among 
the countries, however, replies from the European side were slow 
in coming. Partly to speed things up and partlv to clarify 
questions about the operation of the scheme that had tesr. raised
in Government and industry circles, a mission headed by Deputy 
Assistant Secretary of Conmcrce Richard Simpson went to London, 
Paris, Bonn, Milan (where the chairman of 'the CECC resides), and 
Brussels (headquarters of the EC and NATO) to discuss the electronic 
components scheme and c.ther standardization questions. The mission 
learned that the CENEl. countries had agreed to hold discussions with 
the United States and other interested countries on how the CENEL 
scheme could be expanded to a worldwide system. They made it clear 
that the United States would have to agree to conform to the CENEL 
system in order to participate. This would entail designating one 
organization competent to speak for the United States in matters 
dealt with by the scheme, establishing a unified quality assurance 
and inspection system and making some modifications in our Military 
Specifications system.

The mission also confirmed its earlier impression that the electronic 
components scheme was only the first in a series of harmonization 
projects being developed in Europe for a wide range of products 
such as pressure vessels, gas appliances, fire extinguishers, pipe 
lines, etc. These projects, if carried out in a discriminatory 
manner, could also have a restrictive effect on U.S. exports.

Discussions are now underway among the agencies and with industry 
about the administrative and technical problems involved in U.S. 
participation in the international electronic components scheme and 
other international harmonization projects. Meanwhile the United 
States has submitted a formal complaint about the scheme to the GATT 
Committee on Trade in Industrial Products which is currently examining 
non-tariff barriers of member countries.
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  GENERALIZED TARIFF PREFERENCES FOR LDCs 
   

The question of providing preferential tariff treatment for products 
originating in LDCs particularly their manufacturer-has been under discussion 
in international forums (GAXT, OECD, UNCTALv for several years. A consensus 
has emerged in favor of the' early establishment of a temporary non-reciprocal 
and non-discriminatory generalized system of preferences for all LDCs in all 
DC (developed country) markets. The objectives would be to increase LDC export 
earnings, promote their industrialization, and accelerate their rates of economic 
growth. « 

US Proposal

Following intensive study within the US Government, President Nixon announced 
on October 31, 1969 that the US would participate in a temporary generalized 
preference system subject to Congressional approval and would press for adoption 
of a liberal preference system by all of the industrialized countries. He said 
that we would seek a system which would eliminate the discrimination against 
Latin"America resulting from existing special preferences-(e.g. in the Common 
Market) and the reverse preferences which some DCs enjoy in some LDC markets.

-On the basis of the President's decision, the US submitted a detailed proposal 
to the OECD on November 3, 1969 (see attachment). Key elements include: duty- 
free entry for LDC manufactured and semi-manufactured products (except textiles, 
shoes, petroleum and petroleum products) and a selected list of agricultural 
And fishery products; no built-in ceilings on preferential imports; reliance 
on the standard escape clause and adjustment assistance as safeguards for 
domestic industry. LDCs that grant reverse preferences, or that receive 
special preferences on products covered by the scheme, would not benefit from 
US preferences.

Status of International Discussions

The US proposal and the proposals of the other prospective preference-granting' 
countries were transmitted by OECD :> UNCTAD o'n November U», 1969. They will 
be discussed with the LDCs at a meeting of the UNCTAD Special Committee on 
Preferences beginning March 31 in Geneva. ",

Thfe US attaches great importance to adoption of a common scheme by all major 
DCs. The US and other DCs including the UK, the Scandinavians, and 
Canada favor use of an escape clause to safeguard domestic industry; the 
European Communities (EC) and Japan propose that preferential imports be limited 
by pro-determined ceilings. The EC has indicated a willingness to explore 
possibilities of bringing the" schemes closer together and discussions are 
continuing bilaterally and in the OECD.

It is difficult to predict how rapidly "international consideration of the issues 
will proceed or when legislation vill be requested from Congress.

The President has stated that if we are unable to obtain agreement on a 
generalized preference scheme, the US would consider other alternatives to assure 
the Latin Americans preferential access to the US market.



224

US PROPOSAL FOR A SYSTEM OF GENERALIZED 
TARIFF PREFERENCES FOR THE LDCs

1. Preferential duties to be set at zero.

2. Preferences to be granted on manufactured and semi-manufactured products 
in BIN Chapters 25-99, excepting only textiles, shoes, and petroleum and 
petroleum products. (Copies of the US Exceptions List for footwear and textile 
products Sre available. Identification of petroleum and petroleum products 
to be excluded from preferential treatment has been deferred until the current 
review of petroleum import policy is completed and US policy is determined.) 
Preferences also to be granted on a selective list (Positive List-See No. 9) 
of agricultural and fishery products.

3. A simple scheme, without ceilings on preferential imports, which would 
rely on the standard escape clause and adjustment assistance as safeguards 
for domestic industry.

4. A temporary scheme, that is, one lasting not more than ten years, which 
would not constitute a binding commitment and would not impede future tariff 
''reductions on a most-favored-nation basis.

5. A common scheme to be adopted by all major developed countries.

6. Developing countries which receive special preferences in developed country 
markets for products covered by the scheme would be excluded from US preferences. 
(This is aimed at eliminating the discrimination some LDCs, including 
particularly Latin America, encounter in some DC markets.)

7. Developing countries which grant reverse preferences to developed countries 
would be excluded from US preferences. (This is aimed at eliminating some of 
the discrimination some DCs and LDCs, including the United States and Latin 
America, encounter in some LDC markets.)

8. In general, preferences are to be granted to all developing countries. The 
identification of beneficiary countries is still under discussion.

9. With respect to agricultural and fishery products in Chapters 1 to 24 of 
the Brussels Nomenclature, preferences would apply to a Positive List of items. 
(Copies of the US Positive List are available.)
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Japanese Restrictions on Private Investment

Amon>j the industrialized market e< ,nony countries Japan con 
tinues to maintain the r.ost elaborate refine of roct-ricticns- 
on inward nrivate imo.~tir.ent. As a renewal rule forcl^'i 
interests may not hold nore than 15? f-f the equity of a com 
pany in a "restricted" indur-try (e.G-> transportation, nininj*. 
utilities) or Tr.ore than 223 of the equity of a cor.pany in 
other Industrie.-,, nor nay a si.nnle Toreinner hold mora than 7'? 
of the equity of any Japanese company.

Japanese Government anproval of larger eauity holdings (than 
those indicated above) by foreign interests is ^ene-alD:' 
limited to investr.ent in new enterorists in SC.IP 295 industries 
designated under the first tv;o of the Gcvernr.er.t f s fou^-sta.-je, 
five-yeor liberalization program initiitod in 1'f.y. In Ifio 
of these industries, the naxirur. Dorr.lssihle foreicn cov.ity 
participation is 50C; in tho other ^5 industries, the for-oir.n 
equity particiration nay br as nuch as 100".. "he liberaliza 
tion pro^rap uo date has boor .rhly unsatisfactory, because 
the liberalised indus';ri<2^ arv ..irited in nunbt-r and are ' «e3c« 
mainly to sectors whero Japanese firns are stror.-.ly conr-et'live 
(e.£.» restaurants, radio/TV recfivors, hrewin?-, notorcycles, 
rayon, cenent, shiphutiding, tourist hotels, etc.)

Tho U.S. has contir.aoualy pressed for r.reviter liberalization 
of Japar-"s investn?nt restrictions, es.^oc^ally in the autono- 
tive field because of very c-tron.- industry interest. This 
pressure ray have fcc-en partly responsible for the Japanese 
Governr.ent's announcor.«nt lr-,5t October that ir.vastnont in ne'..1 
Japanese aucojr.oi.Ue cr.terprl.ses ':culd be "liberalixe-J 1 ' in 
Octcbc-r 1571 to p?r-,it uc to 50 s* foreign n-nrticiration. Our 
autonsbile inclusrry, hov.-evor, is not satisfir.-i v.-ith thir- s

V* V.iW 'MVAA.Avi V'il 1. W,4* ' »* M ^AJ> (' . «W -, k j »l4%nk 1M F *«Ai4 !' »" ' W » - fc -« »^l -.>**.

loans to overreus fcri! tche", nr,3 nfr.it ti;v, cf re-it hnr.ce-s for 
certain previously blocked ^cco«-,ts.
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The recent liberalization:; aro in the desired direction hut 
they are not nearly sufficient, Japanese restrictions are 
completely unwarranted for an indur.trinl nation; they should 
be rescinded in order to permit investment at least to the 
extent per.-r.icted by other industrl'l nations. The U.S. has 
stressed this thene with the Government of Japan in the Joint 
Cabinet Meeting, in trade discussions, and in various unoffi 
cial business and trade conferences. The Conrnunique reporting 
the Nixon-Sato meetinp last Noveir.be}? also rccor.nized th« nee.d 
for further liberalisation of Japanese investment restrictions.

Japan's foreign exchange surolus and increasing discussion of 
possible yen revaluation subject the GOJ to qrovrin-T pressures 
The obvious priority in reducing the surplus, in the short 
run, is to liberalize co.-moaity inoorts and promote capital 
exports. Though dramatic innort liberalisation measures are 
not expected in the near future, there aro indications that 
the Jaoanese Gover.nvent may accelerate announcement of the 
third and fourth staler, of its investment liberalization 
program \:hlch viere originally scheduled for the fall of 1970 
and April 1, 1972, resceclivply. However, it appears that 
even by th ,  end of the prer.cnt liberalization program, invest 
ment in ir.ost industries of interest to U.S. investors '..'ill be 
limited to a maximum of 50f* foreign participation, and foreign 
direct investment in a number of "strategic industries 1' '.;ill 
probably continue to be barred.

BEST AVAILABLE COPY
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Tariff Commission Investigation of TSUS Items 807.00 and 806.30

Item 807.00 of the Tariff Schedules of the United States provides for 
articles assembled abroad in whole or it pare of tabricated U.S. 
components. When such articles arc imported, duty is not assessed on 
the value of the U.S. components, but only on the remainder of the 
article. Item 806.30 is a similar provision for metal articles 
exported for processing and returned to the United States for further 
processing.

The Tariff Commission, in submitting to Congress the revised Tariff 
Schedules which became effective in August 1963, described item 807.00 
as "a new provision designed to replace and put on a sound basis an 
anomalous, but well-established practice." This practice had arisen 
out of a long-standing provision for duty-free treatment of U.S. 
products exported and returned without having been advanced in value 
or improved in condition by any process of manufacture or other means. 
Customs courts had held this duty-free provision applicable to products 
returned to the United States as components in an article if the U.S. 
component could be identified arl had not been changed in any manner 
other than by assembly vith othu. parts into a new or different article.

A rapid and large increase in imports using the 807.00 provision has 
given rise to the charge" by labor representatives that the provision is 
used extensively by U.S. manufacturers to avoid paying domestic wage 
rates and therefore has the effect of exporting U.S. jobs. In 1967-68, 
tbe AFL-CIO complained to the Labor Department, the State Department, 
and the White House that U.S. manufacturers were exporting jobs partic 
ularly in establishing plants in Mexico under the Mexican Government- 
sponsored border industrialization program and returning finished and 
semi-finished products to the United States. The AFL-CIO alleges that 
item 807.00 encourages this movement of plants to the Mexican border 
area and facilitates the Mexican requirement that border industry out 
put be exported. In the past few years various AFL-CIO Convention 
resolutions have called for repeal of item 807.00 and similar U.S. 
tariff provisions on the broader grounds that they encourage off-shore 
production and labor-intensive assembly of U.S. components abroad.

U.S. and foreign manufacturers who use item 807.00 contend it encour 
ages the- use of U.S. components in the assembly of items which can 
then compete successfully in U.S. and foreign markets with products 
wholly of foreign manufacture and that repeal of item 807.00 would 
have a detrimental effect on their competitiveness and on the U.S.* 
producers of the'components. Some contend that assembly outside the 
country would continue even if duty were assessed on the full value 
of the articles.
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In 1968, an interagency task force was established to examine the oper 
ations under item 807.00 On the basis of the task force conclusions 
and recommendation the President on August 18, 1969, requested a 
detailed study of the matter by the Tariff Commission (see attachment). 
The Commission report is due not late' than August 31, 1970. The 
Tariff Commission has scheduled public hearings to begin on May 5. 
As of April 1, requests to testify had been received from 62 finr.s 
and organizations.

Two bills to repeal item 807.00 have been introduced in the House, 
H.R. 14188 by Representative Wilbur Mills (Ark.) and 11.R. 14455 by 
Representative William J. Green (Pa.).
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THE WHITE HOUSE 

WASHINGTON

August 18, 1969

Dear Mr. Chairman: BEST AVAILABLE COPY
I hereby request that the Tariff Commission conduct an 
investigation, under section 33Z of the Tariff Act of 1930, and 
report to me at the earliest opportunity, but not later than 
January 31, 1970? on all relevant economic factors affecting 
the use of items 806. 30 and 807. 00 of the Tariff Schedules of 
the United States. The Commission's report should include, 
but not be limited to, an analysis of

(1) the competitive relationship in U.S. consumption 
of articles admitted under items 806. 30 and 807. 00 
and other like or directly competitive articles;

(2) the operations of U.S. industries, or firms, utilizing 
items 806. 30 and H07. 00 of the TSUS, including data 
with respect to their production, imports, exports, 
foreign investments in production facilities, and the 
effect of the1 operation of these provision? upon their 
competitive position in the U.S."and in foreign 
markets;

(3) the effect of operations under these provisions of the 
TSUS upon the U.S. balance of payments; and

(4) the relationship of these provisions and imports 
thereunder to employment opportunities and wage 
levels in the I'nited States, particularly in the 
industries utilising these provisions; and

(5) the proh.iMu effect of repeal of either 806. 30 or 
'807. 00, or bulh.

I am asking the Secretary "I I «l.ur to .n:ske available to the 
Commission any datA at his disposal pertinent to this matter 
and any other assistance v.hich the Commission may require 
'from his department in th«i conduct of this investigation.

The reporting date has been 
extended to August 31, 1970.
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I am also making aimilnr requests en furnishing data and 
assistance to the Secretary of the Treasury, the Secretary of 
Commerce, and to the heads of other agencies concerned.

Sincerely,

/- /
f, -^^/L~s' //'b-s 
* /

Honorable Glenn W. Sutton
Chairman
United States Tariff Commission
Washington, D. C.

BEST AVAILABLE COPY.
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Item 807.00 Import Statistics

The total value of imports under item 807.00 has increased from $577.4 
million in 1965 to $1.6 billion in 1969. American components included 
in these imports were valued at $76.2 million in 1965 and $339.4 
million in 1969. Host imports are products provided for in parts 3 
through 6 of schedule 6 of the Tariff Schedules of the United States 
which cover metal products, machinery and mechanical equipment, 
electrical machinery and equipment, and transportation equipment. 
The largest single item imported under item 807.00 is automobiles, 
primarily from Germany and Sweden, which accounted for $720.6 mil 
lion of the total value of imports in 1969, but which accounted for 
only $4.2 million of the American-made components. Electronic semi 
conductors appear to be one of the largest items in terms of the value 
of American components. Imports of semiconductors, which come from a 
number of countries, were valued at- about $106.3 million in 1969, of 
which $62.5 million were nondutiable U.S.-made parts.

Imports under item 807.00 come from more than 50 countries, both indus 
trialized and less developed, and Cor some of these, the trade involved 
is significant (see table attached). Imports under this tariff pro 
vision from Mexico have grown more rapidly than imports from any other 
country, increasing from $3.1 million in 1965 to $145.2 million in 
1969. In the latter year, Mexico became the third largest source of 
such imports, exceeded only by West Germany and Canada. Mexico 
accounted for slightly less than nine percent of total U.S. imports 
under item 807.00 in 1969, but accounted for 18 percent ($95.8 -nillion) 
of the total value of nondutiable U.S. components entered under this 
item.
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Unfair Import Competition-(Section 337)

Unfair methods of competition and unfair acts in the importation of arti 
cles into the United States arc unlawful «rdcr Sec. 337 of the Tariff Act of 
1930 if the effect or tendency is to dcsti.y or substantially injure an in 
dustry, prevent the establishment of an industry, or to restrain or monopolize 
trade and commerce. When these conditions exist, the articles involved nay by 
Executive Order be excluded from entry into the United States. Section 337 
authorizes the Tariff Commission to investigate alleged unfair methods of 
competition and unfair acts and "to submit its findings to the President to 
assist hira in making decisions under that Section.

Since World War II, the Tariff Comission has received 53 complaints of 
alleged unfair competition or unfair act: in importation. Forty-six of these 
complaints concerned alleged patent violations by imported articles. Upon 
receipt of a complaint, the Commission institutes a preliminary inquiry to 
determine whether a full investigation is warranted. Thirty-nine of the con- 
plaints were dismissed or withdrawn without becoming full investigations; 11 
resulted in fuU investigations; ana 3 I/ are currently (3/23/70) in the 
preliminary inquiry stage. The outcome of the 11 full investigations was as 
follows:

a) One (tractor parts) is pending in the Commission
b) Seven were either withdrawn, or concluded with no finding, or con 

cluded with a negative finding (including one 3-3 finding in which 
the President accepted the negative finding as the finding of the 
Commission).

c) Three (all involving patent violations) had positive findings, with
a recoKsendation that an exclusion order be issued: 

i) Synthetic star sapphires After submitting its report to the 
President, the Cocssission received information of an agree 
ment between the cu-pl-iinant ar.d foreign producers whicn 
rendered the issue moot. The recommendation to the President 
was therefore withdrawn and the case dismissed, 

ii) Self-closing containers (squeeEe purses)--The Commission's 
recosicndatior. vas not accepted by the President.

iii) Furarolidcne--A temporary exclusion order was issued by
President Johnson on August 28, 1568 after receiving a 2-2 
preliminary finding fron the Commission when it completed 
its preliminary inquiry and ordered a full investigation. 
The full investigation was completed in November 19&9 vith 
a positive findings and recommendation that the temporary 
exclusion ord*r be cade permanent. Action by the President 
on this investigation is pending (3/23/70).

The exclusion of.imports of furatolidone was the first such action taken 
under Section 337 since 193C. FollevJ.nt the announcement of the exclusion 
order interest of domestic producers in possible use of this provision increased 
sharply, ani there his fc«;cn speculation in the press' and elsewhere that the Tariff 
Commission could expect a substantial increase in cccplaints under Section 337.

I/ Ski poles, anpicillin, and panty hose, all involving alleged patent viola 
tions.
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C.I.F. Versus F.O.B. Values of Imports 
for Statistical and Customs Purposes

Much discussion has taken place e er the years on the preferable 
mathod of valuing imports for duty collection purposes and for reporting 
statistics on imports. In the last few years, due in part to the pub 
licity accorded the Kennedy Round and the decline in the U.S. favorable 
balance of payments, additional attention has been given to these topics. 
Superficially, they appear to be a single subject; however, they are en 
tirely different, and not necessarily related, issues in the consideration 
of which totally different sets of criteria are involved.

Valuation of imports for statistical -purposes. The decline in the 
favorable U.S. trade balance and the U.S. balance of payment* in recent 
years has been chiefly responsible for a focus of attention en the values 
used for tabulating U.S. imports in official foreign trade statistics. 
Countries usually employ the same values for reporting statistics on their 
imports as are used for valuing their imports for duty purposes. The type 
of value a country uses for customs purposes almost invariably reflects a 
careful decision reached after substantial consideration of possible . 
alternatives. The use of the sane value for statistical reporting pur- 
roses, however, is done chiefly for practical adninistrative reasons, and 
does not represent a decision as to what would be considered preferable 
for analytical purposes if the compilation of the statistics were under 
taken independent of customs valuation procedures.

The United States historically has used an f.o.b. (free-on-board) 
type value for assessing ad valorem duties on imports, and also for 
reporting the value of its imports in official statistics. Most other 
countries I/ use a landed (c.i.f. for cost, insurance and freight) value 
for both purposes. It has been alleged that the practice followed by the 
United States, which excludes ocean freight and insurance costs, under 
states the value of U.S. imports and consequently presents an erroneous 
picture of the U.S. trade balance.2/ It has also been implied that this 
"erroneous" presentation of the U.S. trade balance is carried over into 
the presentation of data on the U.S. balance of payments, with . conse 
quent distortion there.

I/ Notable exceptions are Canada, Australia, I»ew Zealand, South Africa, 
and Venezuela, plus some other small countries.
§/ Additional distortion of the true picture of the U.S. trade balance 

and the competitive position of the United States in world commerce is 
alleged to result from inclusion in export statistics of products shipped 
under government financed programs and articles the production of which 
has been assisted by Government subsidies.
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In January 1969> Representative J. Irving Whallcy of Pennsylvania 
introduced House Joint Resolution 1?7 vhich would require that reports on 
ijroorts into the United States include the landed value of articles im 
ported. I/ The late Senator Everett Dirkscn introduced an identical reso 
lution ^S.J. Resolution 115) in the Senate in October 39$5 "to obtain 
more meaningful trade statistics for use in developing legislation and 
assessing our trade position." In speaking on his resolution at that 
tine, Senator Dirksen said "the purpose is not to cliange the method by 
which we value imports for duty purposes, nor is the purpose to change 
the method by which we calculate our balance of payments." Despite this 
attempt to dispel the erroneous thought prevalent in some quarters that 
the resolution w*s related to the statistical treatment of the U.S. 
balance of payments, this confusion seemed to continue. Senator Dirksen's 
resolution was the subject of a public hearing before the Senate Finance 
Committee in the late summer of 19^6, at which the Bureau of the Budget, 
the Departments of Agriculture, Commerce and State and the Special Repre 
sentative for Trade Negotiations presented comments indicating unanimous 
opposition to passage of the resolution. These Departments and Agencies 
indica">d that c.i.f. statistical data, if applied in an appropriate 
Banner, could be useful for limited statistical purposes unrelated to 
balance-of-payments analysis, but the requirements for c.i.f. data could 
be served satisfactorily for most users through a statistical sampling 
and estimating procedure which would be far less burdensome upon government 
agencies charged with collecting and compiling the statistics and upon 
importers than would be the conditions required under the resolution.

At that time the Tariff Commission and the Bureaus of Customs and 
Census were cooperating in a study to develop estimated c.i.f. values for 
U.S. imports through a statistical sampling procedure. The Commission 
subsequently released a tabulation presenting the results of its work in 
which estimated freight and insurance charges as a percent of reported 
f.o.b. import values in 19^5 were given for each of the major subdivisions 
of the TSUS (Schedule, Part, and Subpart). Concurrently the Bureau of 
Census released estimated c.i.f. values (based on 1966 import data) for 
21 commodity groups covering all U.S. imports. Since then the Bureau of 
Census has regularly published quarterly estimates of the c.i.f. value of 
total imports, and has a. program for annual estimates of c.i.f. values 
for the 21 commodity groups, the 10 sections of the S1TC, and Imports from 
major geographic areas of the world. (See attachment for the most recent 
Bureau of Census estteites of these c.i.f. values.)

There sve three broad areas in which import statistics are used for 
analytical purposes: in balance-of-payments analysis, in balance-of-trade

I/ Section 2 of the resolution would require export statistics to indi 
cate separately articles exported under government-!inanced programs and 
articles produced vith the assistance of government subsidies.
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analysis, and for commodity analysis for the impact of imports on the 
domestic econoiay. No single basis of valuation of imports is satisfactory 
for all analytical purposes for which import statistics are compiled. In 
balance-of-payments analysis, f.o.b. valuation is internationally recognized 
as correct and c.i.f. countries must pr ,ently adjust their merchandise 
trade data to exclude the value of freicht and insurance in preparing 
their annual balance-of-payments statements and their statistical submis 
sions to the International Monetary Fund. It would be highly inaccurate 
to include all payments of ocean freight and insurance charges in the 
balance of payments, because a part of these services may be supplied by 
the importing country itself, and to that extent such payments do not 
represent an international financial transaction. Thus, the application 
of c.i.f. values to all U.S. merchandise imports would overstate the 
magnitude of foreign payments. Under present U.S. balance-of-payments 
procedures, merchandise transactions and ocean freight services are 
carried in separate accounts, with the latter item adjusted to exclude 
freight payments to domestic carriers. This procedure has the additional 
advantage of providing correct country allocations of merchandise and 
freight payments, respectively, recognizing that the country supplying 
the merchandise is often not the same country supplying the freight and 
insurance services.

In balance-of-trade analysis the net balance between U.S. merchan 
dise exports and imports either c.i.f. or f.o.b. valuation can be used. 
C.i.f. valuation might be considered preferable for this purpose, because 
it values imports at the same point as that reflected for exports the 
ports and borders of the United States. However, use of c.i.f. for 
balance-of-trade purposes involves the overvai'm+ion of payments and 
misallocation by country cited in the balance-of-payments discussion 
above. In using f.o.b. values for imports, the United States values its 
imports and exports on exactly the same basis and there is complete 
comparability in merchandise trade. The balance-of-trade statistics are 
not designed to measure the balance in services, such as ocean freight 
and insurance or those included under tourism; they are designed simply 
to measure the balance of trade in merchandise between the United States 
and the rest of the world.

For commodity analysis of the impact of imports on the domestic 
econony, c.i.f. values night be considered preferable to f.o.b., but 
such values would be only a limited improvement over f.o.b. data as they 
would still understate the true price of an imported commodity in the 
internal U.S. market because such cost factors as importer's markup, 
inland U.S. freight, agent's commissions, and payment of U.S. tariffs 
would still be excluded.

Valuation of imports for customs purposes. During the Kennedy 
Round, public attention was focused anew upon the procedures used by the 
United States for valuing imports for the assessment of ad valorem rates 
of duty. Aside froa the particular publicity received by unusual



237

provisions in U.S. customs valuation, suctuas the American Selling Price, 
the general question was raised by some domestic interests as to the 
desirability and appropriateness of continued use by the United States of 
f.o.b. value as the general basis for customs valuation. The Kennedy 
Round argument over tariff disparities -.unong countries undoubtedly stimu 
lated public thought on tids matter. It was alleged that in tariff nego 
tiations generally, and particularly in negotiations dealing with harmoni 
zation of tariff levels, the United States, in using f.o.b. valuation, 
negotiated from a disadvantageous position with countries using c.i.f. 
values for application of their tariff rates. Underlying at least some 
suggestions that the United States should shift to a c.i.f. value was the 
thought that additional tariff protection would automatically be provided 
for U.S. industries.

Against this background and that of the discussion of valuation for 
statistical purposes, the Senate Finance Committee in February 1966 re 
quested the Tariff Commission to conduct a comprehensive study with a 
view to making suggestions and recommendations for improvement of the 
customs valuation laws of the United States. The Commission was also 
asked to give its views as to the feasibility and desirability of adopting 
the Brussels definition of value (i.e., landed c.i.f. value). The Com 
mission's report to the Senate Finance Committee has never been released 
to the public.

Under the f.o.b. valuation system, ad valorem rates of duty bear 
equally upon imports from all countries at all ports of entry. Under a 
c.i.f. system, the inclusion of ocean freight in the value of imports 
results in a higher assessment of duty on products from those countries 
the geographic location of which results in the payment of higher freight 
rates. A shift from the equality of treatment under the f.o.b. system to 
the differential treatment under a c.i.f. system would probably be accom 
panied by significant and substantial readjustments in the pattern of 
commerce of the United States.

Inasmuch as virtually all U.S. import duties are bound against in 
crease under international agreements, a shift to a c.i.f. basis of 
valuation would necessitate a downward adjustment of all ad valorem rates 
of duty and, in addition, possible payment of compensation to countries 
which nevertheless would undergo discrimination regardless of the general 
downward adjustment of the rates of duty.

It has been pointed out that the use by the United States of f.o.b. 
values in customs valuation and statistical reporting has not been con 
sidered by officials directly dealing with the matter as in any manner 
disadvantageous in trade negotiations, and that in all negotiations, 
when comparing trade data or tariff levels, appropriate adjustments have 
been made to compensate for differences in valuation practices among 
countries.

44-813 O - 70 - 16
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CURRENT ESTIMATES OF C.I.F. VALUES FOR 
U.S. GENERAL IMPORTS I/

This Issue of FT 990 updates estimates of c.l.f. 
values for U.S. general Imports, based on a sample 
study of 1967 Import shipments. Values for the sample 
Items In the 12-month 1967 study were found to be 
6.9% higher than the values for the same Items as 
reflected In Census Import statistics. The addition 
of 6.9% to published Census data results In the estimates 
given below. It should be noted that the 1968 calendar 
year totals reflect revisions made In the data subsequent 
to the publication of the December 1968 reports. The 

" 1969 calendar year totals reflectall corrections published 
with statistics through those for December 1969..

NOTE: These estimates provide U.S. Import data 
on « value basis comparable with the import data of 
most foreign countries. Readers Interested Incalculating 
the U.S. trade balance should be aware that this balance 
can properly be derived only by relating exports and 
imports valued on the same basis. Trade balance 
figures, calculated on a comparable basis, are published 
hi 'Trends In U.S. Foreign Trade,' released monthly 
by the Department's Bureau of InternatlonalCommercc.

'!/ U.S. Department of Commerce. FT 
990/December 1969 Highlights of U.S. 
Export and Import Trade. P. Ill

CUIlffiOT ESTIMATES OF C.I.F. VALUES COUVUUD WITH RB-
USHED VALUES FOR U.S. GENERAL IKPCfiTS: alEUMR YEARS

1967, 1968 AND 1969
(In ulllions of dollars)

Period

Calendar year 1967..... 

Calendar year 1968..... 

Calendar year 1969.....

Value ag published 
in U.S. litport 
rUtlrtlce'

26,812.3 

33,226.3 

36,051.8

L'tt'-»ted 
c.l.f. 
vaiuet*

28,662.3 

35,518.9 

38,539.4

'Defined a« the value required by law for Cunost 
purpose*, which in icost inst&ncec ia the value of the 
coeooditlea at the principal rarketa In the exporting 
country.

'Defined as the cort (to the U.S. ieporter) of the 
cccnoditles at the forelen port of exportation, plus In- 
•urance «nd freight to the U.S.- port of entry, regardleia 
of whether earned by a U.S. or a foreign fire.

Report on Study of Estimated C.I.F. Values for U.S. General Imports j
In the September 1967 Issue of report FT 990, 

estimated values for U.S. Imports on a cost. Insurance, 
and freight (c.l.f.) basis were shown, based on the 
results of a study of c.l.f. port of entry values for 
1966. A Joint Bureau of Customs - Bureau of Census 
study for the year 1967 has now been completed. 
The results Indicate that the value of U.S. general 
imports on a c.l.f. basis Is about 6.9% hlghpr than 
the total value reported for the year in U.S. Import 
statistics. A further breakdown on the results of 
the study Is presented In the tables below In terms 
of broad commodity and geographic groupings.

As Indicated In previous releases, this study was 
made because users of U.S. foreign trade statistics 
expressed interest In obtaining U.S. Import data on 
t c.l.f. basis. Scientific probability sampling techniques 
were employed in the study. C.l.f. values were de 
termined for the sample shipments, using data obtained 
from Cu'stoms records, brokers, Importers, and carriers. 
For some shipments It was necessary to estimate the 
freight and lnourar.cc charges. '

For purposes of the study, c.i.f. was defined as the 
cost (to the U.S. Importer) cf the commodities at the 
foreign port of exportation, plus insurance and freight 
to the U.S. port of entry. The value figures published 
In the regular _ Import statistics reflect the value re 

quired by law for Customs purposes, which In most 
Instances Is the value of the commodities at the prin 
cipal markets In the exporting country. (Sec 19 U.S.C. 
1401 and UOla for a more definitive explanation of the 
valuations required by law for Customs purposes, such 
as the export value, cost of production, constructed 
value, American selling price, etc.)

The Customs valuation reflected In the published 
Import statistics for Individual commodities or geo 
graphic areas may differ from the actual prices paid 
by the U.S. Importers for the specific shipments, even 
after freight. Insurance, and other charges arc taken 
Into account. For some transactions, the c.l.f. value 
as defined above may actually be lower thsnthc Customs 
valuation reflected In the Import statistics. It follows, 
therefore, that the difference between the estimated 
c.l.t values and published values should not be construed 
as a measure of the freight and Insurance charges 
Involved In the transactions. ' '

Users arc cautioned about the applicability of esti 
mated 1967 c.l.f. ratios to periods other than calendar 
year 1967, particularly for the more detailed categories 

.of data. Over rather short pcrfods of time, the ratios 
may be seriously affected by economic developments 
auch as changes In product-mix, transportatlonpattcrni, 
and freight rates.

I/ U7S. Department of Commerce, 
and Import Trade. PP. III-VI.

FT 990/March 1969 Highlights of U.S. Export
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SPECIAL ANNOUNCEMENTS-Continucd

Ttblt A. COMMJUSCN or tsnxuu c.t.r. TAUSS «TH rouses u.s. CD.TML IKICPT VAU/ES roa SCKEWIZ A stcnoss:
) TUW 1967

Scroll A MCtlon

0. 
1. 
2. 
3. 
i. 
». 
«• 
7. 
1. 
».

Totll...,............................."......---.-

COBDOiiUlit •»! truuctlont not cltitlfltd ucor^ln(

Yiltw In 
pu^llttna 

rt«tu-.tce 
(all. del.)

26,112.3

«,00).l 
6W.» 

2,«M.} 
2,2^.0 

122.1 
»57.9 

6,J«.J 
S.773.} 
2,»76.2

1,OM.?

ZttluUil 
c.l.f.
T«lM

(>!1. dol.)

29,M2.1

*,M7.3 
737.7 

3,391.2 
2,4>2.(. 

1».3 
»JJ.7 

6,811.9 
^,996.3 
2,7^1.1

1.10H

tnlrj'.ed
rttto of 
c.l.l. to
publUVd 

value

1.049

1.074 
1.0J7 
1.1U 
1.W1 
1.067 
1.029 
1.0L7 
1.03) 
1.0M

1.038

OtlMltli
unpltnc 

Tirl.Mlitr 
of rttlg' .

.001

.002 

.009 

.007 

.007 

.0% 

.OK.ocx

.((X 

.002

.009

*R» ehuicci tn ttnut 2 oyt of 3 that tteh titlxittd r«tlo dlfftri frt» tMt vMch vould hin t*«n oKulntd fro* * 
junr»/ of til tnnuctlox br IA uount l«it thta th* tttiMUd M>;lln{ rtrUbllltr lndlc*t*d.
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SPECIAL ANNOUNCEMENTS-Continucd
T*M* ^. CWW»I«M or LSTDMITD c.s .r. nuts WIIK rumaos. u/,. torwi. mron VAIWS rc« 21 TS'JS* ox-

MOCITT C«)Ur!fc6S: UUXttR rtiX IH7

AbbrtfUUd ccrnodlty dftcrlptlcn irvi rtnf* 
of TSICA ttBCOdlljr mnb«r*

'1. Lltt tnU»l*, vttt*, vjth tM •NtlUlth, dtjry product*, *«*» Mdt*,

2* tiff plinXi, *<f4», ctrttl (itlM, BlUrd (nln product*. wit*, 
tUrcto*. Tf£»Ubi«* t tdltl* nut* tnd fruit*, tuctr, tocot, tr4 
rcnftctto-vrv:

4. J.eiA»l trtd vt^tUVlt ollt, ftU «n4 fr*i*«t ( tnd •!«<. otStr tnU«l 
tM »tftt*>l* product*;

5, food *nd vcod prcduett:

4. Ptpcr, p*r»r prc4u«t*» tnd printed ftttUr;

7. Tti*.ll* ftWr» *M ftbrlct:

»l*;*lUr4^ui t*ittl» prrductt;

9. Cltwlttl* *r*d ctt^file*! eovpound* tnd atiturtt:

10. Drx** tynthctU rfttiu, pUttict, nAWr, t**«ntltl oil*, cotJwtltt,

11. Ntrclw, pctrcltji product** uturtl *|«*i ftrllHMr*, taplottvtt.

12. korjMttUlc a!r<*rtl* tM pr«dMct*« txetpt ttnMt product*. (!••• tnd 
fUii product*:

13. rtrtalc product!, fl*n, tM (Hit product**

U. Mt*l-t« trine or*t tM ot>«r *«ul>b«trln.s Mttrt*!*; 
<0..0>Xut03.?rXC...................................................

1). MeU^tt tNtlr *Uoy«, \**lr Vt*l* *h*^«* tM fot*t ( tM »*Ui 

10). 02 1^4 50* 1000 •. ..
14. KUttrictl *nd «*eh«&lctl twcMfwry *M *qulp»tet; 

440 1000-4/8 41CO •
17. Trtu;oru*.len «)ulpMnt:

11. roQ.v«tr. tkttNttr, c^**** l«It»r»* h*^ *{*, tcUntlfle tftd prof***

19. >u!t*l lMtnr«at*. funtltur*, tn* tM Munition; •portly (M>2*, 

P*M» pencil*, *tt«:

20. Verkt of tr*.. tKtl^vKt, ruVi-ir tM pl«*tt« prcd^Mtt, tM •t«»lU-

2t. Artltl*». nb>ct to »p«cltl tUfiKitttten provtitvM. tc«portry 
I*{l*i<ttt6n* tt«.j

Ttlut In

•t*tt*tlc* 
(•11. £ol.)

26,612.)

tM 2

wo.l

447.1

M2.4 

3.320.3

2.7f7.2

V23.2

711.4

JM.1

l.OTT.t 
JK.3

ItttMUd
c.i.r.

(•11. dol.)

1,913.1

906.2

1.0T4.3

. 717.2

7T1.II

1.013.3

3.1X.O

303.»

t*tl-lUl 
rttio ort.i.r. to

l.ott

1.043

1.100

1.033

1.0V

1.07?

1.13)

1.177

1.037 

1.033J

1.017

1.071

1.037 
1.06*

(tt'.-ttrd 
*«*»llr^

•lltt/ or 
nllo1

•001

.009

.010

.00)

.011

.(XX
•>

>T>n c(»«** *r» «>«t 2 out or 9 U»t *tth titixttd r*tlo dltttr* trot t>»t rtltk 
tntvtctloM »y u ttowil 1»* Uiu U« **tl«*t»i iveltx »»rl«>lllt/ litttctt>4.

«!>«« lew »«lM»d *Xlpv»U »«r* not iMluX ti> U- «.j.r. *t>plt *tud/. Vj\ *r> p 
•r trrtflnc *t cotnU UU1*. U MtlMtlr^ tk> c.l.f. «tli» rer UXM KitpMiit* »>• 
r>«r 12)0 n* <HM.

> oitttul fro. • wrv*/ «r tit

xiittd 1» tXI* tt»l« «oltly rer t 
orarall rttlo (1.0t») ror *Mp*»u «tl»t« »
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SPECIAL ANNOUNCEMENTS-Continued
IAMZ C. COXTARISON OF ESTIWItO C.I.F. VALUES WITH FUnUSlEO U.S. CtKEML IMPORT VALUES FOR WttD AffiAS:

CAUNDAR TEAR 1967

World Ani
V.:-« to 

published 
•Utlittu 

(mil. dol.)

Eiticulcd 
c.l.f.
vtlue 

(all. dol.)

Cltiailed
rttlo 

of c.l.f. 
to piblitlted

value

Estimtcd

variability 
of ratio1

VtfUrn Hc 
Ct^^t.. 
20 Utln African Republic*..............

Central A-xrlctn Cotrxn tUrVtt.........
Lntln A>^rlenn Free Trodft Adcoclatlon..
OtXr Li tin /.-v-rlcut ^pibllco.........

OtMr Ut-.Urn IfcslJ^viri.................

Wtslcm luroju.............................
Orcvit:>llon for economic Coo^rttlon ml 

Kiropcin tconoile CocnmUjr............................
Zuropetn Fret Trtde MiciUUon........................

UDlted Uneven.......................................
Other ETTA. Countries................................

Other OKDCuintrlci...................................
Other Western Curt>;».....................................

Con>nltt Artti in Euroje..................................

Ult.......................................................
J.,-*-..........,..........................................
Other JU!«...............................................

Xcar Zut XJl«.........................................
South AiU.............................................
JliU, n.t.e., inelullnj ConW.'t Areu................

Auttrallt >M CK««r.l>.,....................................
Africt.............................. ......................

Ito^tMle nr South Afrlo.................................
CnNT Africa........................ ....................

UnlVntlfl-.l Couitrirj'....................................

Z6.81Z.3

11,741.2
7,106.6
3,6>1.0

»9.6
3.3J0.5

Z50.9
78J.6

8,050.3
7,e66.7
t/53.2
2.M1.4
1,709.8
1,171.5

532.1
183.5

177.2

5,347.9
2,998.7
2,349.2

293.1
387.6

1,668.5

J81.5

WO. 2 
8.0

28,662.3

12,480.9
7,440.6

'329'.0 i
:,592.8 I

251.2'
865.1I

8,549.4j 
8,346.6) 
4,747.1 
3,037.0 
1,603.8 
1,233.6 

561.4 
207.9

1S4.1

5,829.2
3J256.6
2,574.7

322.4
426.4

1,827.0

633.3 
9S3.1 
211.G

«!i

1.069

1.063 
1.047 
1.W4 
1.093 
1.092 
1.038 
1.104

1.062 
1.061 
1.066 
1.054 
1.W5 
1.053 
1.055 
1.133

1.039

1.090
1.086
1.096
1.100
1.100
1.095

1.0*) 
1.0» 
l.OW 
1.091 
1.009

.001

.002 

.003 
,0»
.017
.005
.028
.011

.003

.004
,vy.
.005
.007
.006
.010
.020

.OV3

.004

.004

.005

.027
. .009

.006

.004

.004

.OM

'Tl>« cliwccj ft «l-s.t ) out of 3 tint e«rh ratlulcd rutlo differs fron thit -.Mih vo«M M»r l*cn obttlned frss •
•urvty of «11 tr«5*ctlon» liy «t> 4-wun\ less Vffn thq ectisated oospllnfi vtrJolitll'..' •••ll'-ifJ.

*IJ»-se JMca-r.tj «re not included In th« o.l.f. J«ryl? (tuiiy, Sut «re urcseiwsi IB <fri* t»blo «ol«ly for the pur- 
po.v of arriving nt overall lottls. In ettlutlnf the c.i.f. V!>lue for Orf;c .-:,!;r>-ni; the overall rotio (1.069) for
•Myncn-i vriiKd over 1J50 v»> used.
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The Chicken War

The major market for U.S. poultry in the Community was (and 
still is) Germany The bound German import duty on poultry, 
initially negotiated with Denmark, was 15 percent c.i.f. ad 
valorem (average equivalent of about 4.5 cents a pound). Quanti 
tative import restrictions were maintained on U.£. broilers 
entering Germany until April 1961, although such restrictions 
were removed on Danish and Netherlands broilers several years 
earlier. U.S. poultry exports to Germany rose sl.arply following 
the liberalization of this trade.

The introduction of the Community's Common Agiicultural 
Policy for poultiy in July 1962 included a variable levy system 
which brought Community protection for poultry far above the 
previously bound German rate. Total levies on broilers imported 
into Germany rose to 13.5 cents a pound by the middle of 1963, 
compared with 4.5 cents a pound the year before.

U.S. exports to Germany dropped from an annual rate of $45 
million in 1962 (based on exports for the six months prior to 
the institution of the levy) to $13 million in 1963. The United 
States had sought, even before the CAP was introduced, to achieve 
some modification of the system, without success, countless 
efforts were made by the United states to obtain some relief from 
the protective system. Negotiations were conducted with the EEC 
in Geneva in June-July of 1963, but the EEC negotiators were 
given no authority by the EEC Council of Ministers to act on the 
U.S. proposals.

In response to this impasse, the United States indicated its 
intention to withdraw equivalent concessions initially negotiated 
with the EEC. The United States valuation on the poultry trade 
affected was $46 million; the Community valuation was $19 million. 
Both parties submitted the question of valuation to a GATT panel. 
The panel determined the value of the unbindings at $26 million; 
both parties accepted this opinion.

By Proclamation issued December 4, 1963, the U.S. tariff 
rates on several products principally supplied by the EEC were 
increased, effective January 7, 1964, from the reduced, trade 
agreement rates to the full statutory rates. The products and 
rate changes were: trucks valued over $1,000 (8*j£ to 25%); 
brandy valued over $9 per gallon ($1,00 per gallon in containers 
over 1 gallon and $1.25 per gallon in containars of one gallon
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or less to $5.00 per gallon for both); potato starch (1C to 
2%$ per pound) ; and dextrine (1.125$. per pound to 3C per 
pound). The increases bore heaviest on Germany, (Volkswagen 
trucks), with less damage to France (cognac) and the Netherlands 
(potato starch and dextrine). in renouncing the retaliatory 
acti^", the United States stressed that the concession rates 
were suspended, not withdrawn, and could be restored if a 
satisfactory settlement on poultry could be obtained.

With the imposition of variable levies on poultry in July 
1962, U.S. exports of dead poultry and parts to the EEC dropped 
sharply from $49 million in 1962 to $26 million the following 
year. Since then U.S. poultry exports have gradually fallen 
and in 1969 were only $9.6 million. The trade effect of the 
1964 U.S. retaliation was most severe on Volkswagen trucks. 
U.S. imports of trucks from West Germany fell from $15 million 
in 1963 to $5.7 million in 1964 and have since remained at the 
$2-3 million level. Imports of potato starch fell from $1.1 
million in 1963 to $338,000 in 1964 and have since fallen 
further to the $100,000 level. Imports of dextrine, however, 
fell only slightly from $2.3 million in 1963 but have since 
risen to the $2.5 million level, whereas imports of brandy 
were not affected but instead rose slightly to $2.4 million in 
1968.
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 c
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re
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ra
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el
ec

tr
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ra
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re
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ra
te
 

pr
ac
ti
ce
s 

th
ro
ug
h 

a 
ce
rt
if
ic
at
e 

sc
he

me

Th
es
e 

it
em

s 
ar
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ra
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.
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r 
Re

st
ri

ct
io

ns
 

Ho
st
 
im
po
rt
s

Cr
ed
it
 
re
st
ri
ct
io
ns

Mo
st

 
im
po
rt
s 

mu
st
 b

e 
ha

nd
le

d 
on

 1
80

-d
ay

 
cr
ed
it
 t

er
ms

.

G
R
E
E
C
E

GR
EE

CE

Pr
od
uc
t

Ty
pe

 o
f 

Re
st

ri
ct

io
n

Re
ma
rk
s

Qu
an

ti
ta

ti
ve

 R
es
tr
ic
ti
on
s

Li
st

 "
A"
: 

Pr
od

uc
ts

 
su
ch

 a
s 

co
s-

 
me
ti
cs
; 

te
xt
il
es
, 

in
cl
ud
in
g 

us
ed

 
cl
ot
hi
ng
; 

T.
V.
 
re
ce
iv
er
s;
 
au
to
 

mo
bi

le
s,

 
tr
uc
ks
, 

bu
se

s,
 
je

ep
s,

, 
sp
ec
ia
l 

pu
rp
os
e 

ve
hi

cl
es

 a
nd
 

tr
uc
k 
an
d 

pa
ss
en

ge
r 

tr
ai

le
rs

Li
st

 "
B"
: 

Pr
od

uc
ts

 s
uc
h 

as
 a

gr
i-

 
cu

lt
ur

al
, 

mi
ni
ng
, 

fo
od

 p
ro
ce
ss
in
g 

an
d 

el
ec
tr
ic
al
 m

ac
hi
ne
ry
 a

nd
 

sp
ar

es
; 

us
ed

 m
ac

hi
ne

ry
 a

nd
 s

pu
re
s 

ex
ce

pt
 u

se
d 

ea
rt

hm
ov

ii
ig

 a
nd
 r

oa
d-
 

bu
il
di
ng
 e

qu
ip
me
nt

T.
 
V.

 
re

ce
iv

er
s

Im
po
rt
 
li

ce
ns

in
g

Im
po
rt
 
li

ce
ns

in
g

Qu
ot
a



G
R
E
E
C
E

GR
EE

CE

Pr
od

uc
t

Ty
pe
 o

f 
Re

st
ri

ct
io

n
Re

ma
rk

s

Va
lu
at
io
n 

an
d 
Ta
xe
s'
 

Al
l 

pr
od
uc
ts

lu
xu
ry
 g

oo
ds

, 
su

ch
 a

s 
pe
rf
um
es
, 

so
ap
s,
 
pl

ea
su

re
 
cr
af
t,
 
et
c.

Co
ns
um
er
 g

oo
ds

Mo
to
r 

ve
hi
cl
es

Go
ve

rn
me

nt
 
Pr

oc
ur

em
en

t

Al
l 

pr
od

uc
ts

Tu
rn
ov
er
 
ta
x 

on
 
in
- 

po
rt

s 
2.

25
%-

8.
75

%,
 

le
vi

ed
 o
n 

c.
i.
f.
 

du
ty
-p
ai
d 

va
lu
e

Lu
xu

ry
 t

ax
 o

f 
10
-7
0%
 

le
vi
ed
 o

n 
th
e 

c.
i.

f.
 

va
lu
e 

of
 
im
po
rt
s

Co
ns

um
pt

io
n 

ta
x 

of
 

10
-7

05
* 
le

vi
ed

 o
n 

sp
ec

if
ic

 
ra

te
s,

 
or

 
on
 c

.i
.f
. 

du
ty
-a
nd
- 

ta
x-
pa
id
 v
al
ue

Di
sc
r 
im

in
at

or
y"

 
li

ce
ns

e 
ta
x 

an
d 

di
sc
ri
mi
na
to
ry
 

re
gi

st
ra

ti
on

 t
ax

Pr
in
ci
pl
e 

of
 
no
n-
 

di
sc
ri
mi
na
ti
on
 
is

 
ad
mi
ni
st
ra
ti
ve
ly
 

li
mi

te
d

Th
es

e 
ta
x 

ra
te
s 

ar
e 

25
Z 

in
 e
xc

es
s 

of
 
th
at
 

le
vi
ed
 
on
 
li
ke
 
do
me
st
ic
 
pr
od
uc
ts
, 

an
d 

is
 

ap
pl

ie
d 

on
 a

 c
.i
.f
. 

du
ty
-p
ai
d 

va
lu

e 
wh

ic
h 

ha
s 

be
en
 u
pl
if
te
d 

by
 
20
X 

to
 5

0Z
.

Ta
xe
s 

ar
e 

le
vi
ed
 o

n 
fi

sc
al

 
ho
rs
ep
ow
er
 

an
d 

ar
e 

st
ee
pl
y 

pr
og

re
ss

iv
e.

Un
de
r 

Ac
t 

of
 
Co

un
ci

l 
of
 
Mi
ni
st
er
s 

No
. 

16
3/
19
58
; 

(1
) 

pu
rc
ha
se
s 

in
 e

xc
es
s 

of
 

$5
0,

00
0 
ma

y 
be
 
li
mi
te
d 

to
 G
re

ek
 s

up
pl

ie
rs

; 
(2
) 

no
 
in

te
rn

at
io

na
l 

bi
dd

in
g 

if
 
pu
rc
ha
se
s 

ca
n 

be
'm
ad
e 

fr
om
 c

ou
nt
ri
es
 w

it
h 
wh
ic
h 
Gr

ee
ce

 
ha
s 

bi
la
te
ra
l 

cl
ea

ri
ng

 
ar

ra
ng

em
en

ts
; 

(3
) 

fo
re
ig
n 

fi
rm

s 
ma
y 

be
 
re
qu
ir
ed
 t

o 
bi
d 

in
 

as
so
ci
at
io
n 
wi

th
 a

 G
re

ek
 f

in
j;

 
('

()
 g

ua
ra

nt
ee

s 
of

 
pa
rt
ic
ip
at
io
n 
an
d 

pe
rf
or
ma
nc
e 

ap
pl
ic
ab
le
 

to
 f

or
ei
gn
 b

id
s 

ma
y 

be
 
wa

iv
ed

 f
or
 
do

me
st

ic
 

fi
rm
s;
 
(5
) 
La

w 
32
15
/1
95
5 

gr
an

ts
 
a 
pr
ef
er
en
ce
 

of
 
8%
 t

o 
Gr
ee
k 

go
od

s.



GR
EE

CE
GR

EE
CE

Pr
od

uc
t

Ty
pe

 o
f 

R
es

tr
ic

tio
n

Re
ma

rk
s

Ot
he
r 

Re
st

ri
ct

io
ns

 

Pa
ss
en
ge
r 

ca
rs
 u

se
d 

as
 
ta

xi
s

Ci
ga
re
tt
e 

pa
pe
r,
 
ke

ro
se

ne
 
al

co
ho

l,
 

ma
tc

he
s,

 
sa
lt
, 

pl
ay

in
g 

ca
rd

s,
 

sa
cc
ha
ri
n*
 a

nd
 
pe
tr
ol
eu
m 

pr
od

uc
es

Mo
ti

on
 p
ic

tu
re

 
fi

le
s

Al
l 

im
po

rt
s

Ma
xi

mu
m 
pe
rm
is
si
bl
e 

le
ng
th
 f

or
 t

ax
is
 
is

 
3.
0 

me
te
rs
, 

an
d 
ma
xi
mu
m 

pe
r 

mi
ss
ib
le
 h

or
se

po
we

r 
is

 
20

 
(C
ro
ck
 h

or
se
po
we
r)

St
at
e 

tr
ad

in
g

Sc
re
en
-t
im
e 

qu
ot
a

Li
mi

t 
on
 t

er
ms

 
o£
 

cr
ed
it
, 

or
 a

dv
an

ce
 

ca
sh

 
de

po
si

t 
re

qu
ir

em
en

ts
.

Fi
rs

t-
ru

n 
th
ea
te
rs
 
in

 A
th
en
s 

an
d 
Th

es
sa

lo
ni

ke
 

ar
ea
 m
us
t 

sh
ow

 
lo
ca
l 

fi
lm

s 
at
 
le

as
t 

on
e 
we
ek
 p

er
 

qu
ar

te
r.

 
Ot

he
r 

th
ea
te
rs
 
in

 t
he

se
 
an
d 

ot
he
r 

ar
ea

s 
re
qu
ir
ed
 
to
 s

ho
w 

a 
nu

mb
er

 o
f 
Gr
ee
k 

fi
lm

s 
pe
r 

qu
ar

te
r 

to
 e

qu
al

 
th
ei
r 

nu
mb

er
 o

f 
pr

og
ra

m 
ch

an
ge

s.

Re
qu

ir
em

en
t 

it
 
mo
re
 
se

ve
re

 f
or
 
lu

xu
ry

 i
te

ms
 

an
d 

le
ss
 
st
ri
ng
en
t 

fo
r 

pr
od
uc
ts
 c

on
si
de
re
d 

es
se
nt
ia
l.



GU
YA

NA
G
U
Y
A
N
A

Pr
od
uc
t

Ty
pe
 o

£ 
Re

st
ri

ct
io

n
Re

ma
rk

s

Qu
an
ti
ta
ti
ve
 
Re
st
ri
ct
io
ns

Al
co
ho
li
c 

be
ve
ra
ge
s,
 
ci
ga
rs
 

an
d 

ci
ga

re
tt

es
, 

to
ba
cc
o 

ex
tr
ac
ts
, 

ui
ne

ra
l 

fu
el
s,
 

lu
br

ic
an

ts
, 

to
ys

, 
ce

rt
ai

n 
ch
ea
ic
al
s 

an
d 

ot
he
r 

it
em
s

Va
lu
at
io
n 

an
d 

Ta
xe
s

Al
l 

im
po
rt
s 

of
 
ch

ai
rs

; 
fo

ot
- 

ye
ar
 p

ar
ts

Li
ce
ns
in
g

Sp
ec

ia
l 

ta
x

Fo
r 

pr
ot

ec
ti

on
 o

f 
ho

me
 
in
du
st
ri
es
.



H
A

IT
I

HA
IT

I

Pr
od

uc
t

Ty
pe

 o
f 

R
es

tr
ic

tio
n

Re
ma

rk
s

Qu
an
ti
ta
ti
ve
 
Re

st
ri

ct
io

ns
 

Va
ri
ou
s 

pr
od

uc
ts

 

Al
l 

pr
od
uc

ts

De
te

rg
en

ts
, 

pl
as

ti
c 

ar
ti
cl
es
, 

fi
re
 

ar
ms
 &

 a
mm

un
it

io
n,

 
ru

bb
er

 h
ee
ls
 a

nd
 

so
le
s,
 
an
d 

co
tt
on
 
fa

br
ic

s.

Ch
ri
st
ma
s 

tr
ee

s;
 
us
ed
 c

lo
th
in
g,
 

.r
ag

s,
 
ha
ts
, 

sh
oe
s,
 
ho

us
eh

ol
d 

li
ne

ns
 
an
d 

fu
rn
is
hi
ng
s

Ot
he
r 

Re
st
ri
ct
io
ns

To
ba

cc
o,
 
ma

tc
he

s,
 
to
ap
, 

de
te
r 

ge
nt
s,
 
co

sm
et

ic
s,

 
te
xt
il
es
, 

ti
re

s,
 
an
d 

ta
be

s,
 
ce
oe
nt
, 

va
ri

ou
s 

ag
ri

cu
lt

ur
al

 
ch
em
ic
al
s'
, 

ho
us
eh
ol
d 

ap
pl
ia
nc
es
, 

wi
ne

, 
be

er
, 

wh
is

ke
y,

 
ru
m,
 
to

il
et

 
ar
ti
cl
es
, 

an
d 

no
n-
ag

ri
cu

lt
ur

al
 
Ma

ch
in

er
y

Te
le

vi
si
on

 
se
ts
 a

nd
 p

ar
ts
, 

fi
sh

 
an
d 

bu
il
di
ng
 c

on
st
ru
ct
io
n 

ma
te

ri
al

s

Im
po

rt
 
li
ce
ns
in
g 

Ex
ch

an
ge

 
co

nt
ro

ls
 

Pr
io

r 
au
th
or
iz
at
io
n

Em
ba
rg
o

St
at

e 
tr
ad
in
g

Im
po
rt
s 

al
lo
we
d 

on
ly

 t
o 

th
e 

ex
te

nt
 
th
at
 

do
me
st
ic
 
pr
od
uc
ti
on
 f

ai
ls

 
to
 m

ee
t 

lo
ca
l 

de
ma

nd
.

St
jt

e 
li
ce
ns
ed
. 

Pr
iv
at
e 

mo
no
po
ly
.
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C
E
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A
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D
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_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
I
C
E
L
A
N
D
_
_
_
_
_
_
_

_
_
_
_
_
_
_
_
_
P
r
o
d
u
c
t
_
_
_
_
_
_
_
_
_
_
_
_
_
T
y
p
e
 
of
 R
e
s
t
r
i
c
t
i
o
n
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
R
e
m
a
r
k
s
_
_
_
_
_
_
_
_
_
_
 

Qu
an
ti
ta
ti
ve
 
Re

st
ri

ct
io

ns

El
ec

tr
ic

 
tr
an
sf
or
me
rs
, 

bu
il

di
ng

 
Gl
ob
al
 
qu
ot
as

bo
ar
d,
 
ce
rt
ai
n 

fu
rn

it
ur

e,
la
dl
es
' 

st
oc
ki
ng
s,
 
br

oo
m 

an
d

br
us

he
s,

 
wo

rk
s 

of
 a

rt
, 

re
co
n-
 

^3
s-
ti
tu
te
d 
wo

od
, 

fi
sh

in
g 

li
ne
s 

50
an
d 

co
rd
s,
 
en
d 

ro
pe
s

Fa
pe

rb
oa

rd
 c

ar
to
ns
 a

nd
 c

on
- 

Li
ce
ns
in
g 

ta
in
er
s

Va
lu

at
io

n 
an
d 

Ta
xe
s

Al
l 

pr
od
uc
ts
 e

xc
ep

t 
fo
ot
we
ar
, 

Sa
le

s 
ta
x 

of
 
U
Z

av
ia
ti
on
 g

as
ol
in
e,
 
pa

ck
ag

in
g,

 
le
vi
ed
 
on
 c

.i
.f
.

fi
sh

in
g 

eq
ui

pm
en

t,
 
ai

rc
ra

ft
 

du
ty

-p
ai

d 
va
lu
e

Ga
so
li
ne
; 

tu
be

s 
an
d 

ti
re

s 
Sp

ec
ia

l 
im

po
rt

 
ta
x



IC
EL

AH
D

IC
EL
AN
D

Pr
od
uc
t

Ty
pe

 o
f 

Re
st

ri
ct

io
n

Re
ma

rk
s

Va
lu
at
io
n 

an
d 

Ta
xe
s 

(c
on

t'
d)

Ce
me

nt
, 

ti
mb

er
, 

re
in

fo
rc

em
en

t 
ir
on
 f

or
 
co
ns
tr
uc
ti
on

Sp
ec

ia
l 

fo
re

ig
n 

ex
 

ch
an

ge
 
fe
e 

of
 
0.

5%
 

of
 
th
e 

de
cl
ar
ed
 

cu
st
oa
s 

va
lu

e

Pr
od

uc
ts

 
su

bj
ec

t 
to
 
im
po
rt
 
li
ce
ns
 

in
g

Ot
he

r 
Re
st
ri
ct
io
ns

Al
l 

im
po

rt
s 

ex
ce

pt
 
pe

tr
ol

eu
m,

 
fi
sh
in
g 

ge
ar

, 
fe
rt
il
iz
er
s,
 

an
d 

in
du

st
ri

al
 
ra
w 
ma
te
ri
al
s

To
ba

cc
o,

 
fe

rt
il

iz
er

s,
 
wi

ne
 
an
d 

li
qu
or
, 

pe
rf
um
es
, 

an
d 

sa
fe

ty
 

ma
tc

he
s

Fo
re

 i
gn
' 
ex
ch
an
ge
 
fe
e 

of
 
0.

5%
 o
f 

th
e 

im
po

rt
 

pr
ic

e 
as

*s
ti

pu
la

te
d 

by
 t

he
 
li
ce
ns
e

Pr
io

r 
de

po
si

t

St
at

e 
tr

ad
in

g

De
po

si
ts

 m
us

t 
be

 
pl
ac
ed
 w

it
h 

ba
nk
 s

el
li

ng
 

ex
ch
an
ge
 e

qu
al

 
to

 
15

-2
5%

 o
f 

am
ou
nt
 o

f 
fo

re
ig

n 
ex

ch
an

ge
 
pu

rc
ha

se
d;

 
de

po
si

t 
he

ld
 

fo
r 

at
 
le

as
t 

3 
mo

nt
hs

.



IN
DI

A
IN

D
IA

Pr
od

uc
t

Ty
pe

 o
£ 

R
es

tr
ic

ti
on

Re
ma

rk
s

Qu
an
ti
ta
ti
ve
 R

es
tr

ic
ti

on
s 

Al
l 

co
mm
er
ci
al
 
im
po
rt
s

Ca
pi

ta
l 

go
od
s,
 
he
av
y 

el
ec
tr
ic
al
 

pl
an

t,
 
an
d 

ma
ch

in
e 

tc
ol
s 

va
lu
ed
 

at
 
$1
00
,0
00
 o

r 
mo

re

Li
ce
ns
in
g,
 
ex

ch
an

ge
 

co
nt
ro
ls
, 

qu
ot

as
, 

em
ba
rg
o

Sp
ec

ia
l 

li
ce
ns
in
g 

te
rm

?
Im

po
rt

s 
ar
e 

pe
rm
it
te
d 

if
 
co

ve
re

d 
by
 
lo

ng
- 

te
rm

 
(1
0 
ye
ar
s)
 f

or
ei

gn
 
lo

an
s 

or
 
ir

..
-e

st
me

nt
s,

 
pr

iv
at

e 
or

 g
ov

er
nm

en
ta

l.
 

Al
so

 f
or
 t

na
in
- 

te
tv
in
ce
 a

nd
 r

ep
la
ce
me
nt
 
an
d 

pu
rp

os
es

 
..

re
qu

ir
in

g 
sm
al
l 

ca
sh
 p

ay
me
nt
s.
 

-

Va
lu
at
io
n 

an
d 

Ta
xe

s 

Al
l 

co
cm
er
ci
al
 
im

po
rt

s
Li
ce
ns
in
g 

fe
es

Nu
me

ro
us

 
pr
o

Go
ve
rn
me
nt
 
Pr
oc
ur
em
en
t

Pr
od

uc
ts

 p
ur
ch
as
ed
 
fo
r 

pu
bl
ic
 

ac
co

un
t

Di
sc
ri
mi
na
to
ry
 

ex
ci
se
 
ta
x

Go
ve
rn
me
nt
 p

ro
cu

re
 

me
nt
 
pr
ac
ti
ce
s

Fe
e 

to
 b

e 
pa

id
 
fo
r 

ap
pl
ic
at
io
n 

fo
r 

im
po

rt
 

li
ce

ns
e.

 
Fe
e 

is
 
50

 r
up

ee
s 

fo
r 

li
ce

ns
e 

of
 

no
t 

ov
er

 
50

,0
00

 r
up

ee
s 

an
d 

on
e 

ru
pe
e 

fo
r 

ev
er
y 

1,
00

0 
ru
pe
es
 
in

 v
al
ue
 
of
 
li
ce
ns
es
 

ov
er

 
50

,0
00

 r
up
ee
s.
 

Ma
xi

mu
m 

fe
e 

5,
00

0 
ru
pe
es
. 

(I
R 

= 
.1
33
<!
)

Do
me
st
ic
al
ly
 p

ro
du
ce
d 

it
em

s 
ma

nu
fa

ct
ur

ed
 

un
de
r 

ce
rt

ai
n 

co
nd
it
io
ns
 o

r 
fo
r 

a 
ce

rt
ai

n 
us
e 

ar
e 
gr
an
te
d 

pr
ef
er
en
ti
al
 
ra
te
s.

Pr
ic
e 

pr
ef
er
en
ce
 
of
 
up

 
to

 4
0%
 i

s 
ac
co
rd
ed
 

in
di
ge
no
us
 p

ro
du
ct
s.
 

Pr
ac
ti
ce
s 

ar
e 

ad
mi
n 

is
tr
at
iv
e 

in
 n

at
ur

e 
co
ns
is
ti
ng
 o

f 
is

su
in
g 

bi
d 

in
vi
ta
ti
on
 o

n 
sh

or
t 

de
ad
li
ne
s,
, 
fa

il
in

g 
to
 
id
en
ti
fy
 s

ou
rc
e 

of
 
fi

na
nc

in
g,

 
re
st
ri
ct
in
g 

qu
ot
at
io
ns
 
or

 
sp

ec
if

ic
at

io
ns

 
to
 
Br

it
is

h 
an
d 

In
di
an
 s

ta
nd

ar
ds

, 
an
d 

re
ne
go
ti
at
in
g 

bi
ds

.



IN
DI
A

IN
DI

A

Pr
od

uc
t

Ty
pe

 
of
 R

es
tr
ic
ti
on

Re
ma

rk
s

Ot
he
r 

Ra
st

rl
et

io
ns

Ar
ti
fi
ci
al
 
si

lk
 y

ar
n 

an
d 

th
re

ad
, 

ca
us

ti
c 

so
da
, 

so
da
 a

sh
, 

ne
ws

pr
in

t,
 

ce
oe

nt
, 

fe
rt

il
iz

er
, 

pe
tr

ol
eu

m 
pr
od
uc
ts
, 

me
rc

ur
y,

 
su

lp
hu

r,
 

tr
ac
to
rs
, 

pr
in

ti
ng

 
an
d 

te
xt

il
e 

ma
ch
in
er
y,
 
ti

re
s 

an
d 

ot
he
r 

it
em
s 
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ra
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nd
 o
th
er
 
pe
tr
ol
cu
n

oi
ls

; 
so
ae
 
ch
o 
il
ca
ls
 
an
d 

ph
ar
oa
-

ce
ut

ir
al

 
pr
od
uc
ts
; 

le
at
he
rs

(e
xc
lu
di
ng
 
ra
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 d
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 p
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 p
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A
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 p
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at
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n 
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d 
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/s
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y 
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ro
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re
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te
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 c
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ie
s 
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oo
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, 
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g 
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to
r 
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, 

el
ec
tr
on
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ut
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s,
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ra
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, 
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ch
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e 

to
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d 
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cu
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ur
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 a
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 c
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ru
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n 
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y
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x 
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nd
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x 
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r 
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e 
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s 
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 p
ra
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 a
nd
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l 
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 c
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g 

ad
di
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 d
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ad
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 c
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d 
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at
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 c
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 p
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 p
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 b
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 b
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e 

fo
r 

BO
J 

 "
i»
».
ou
nt
s 
on

 l
oa
ns
. 

Al
so

, 
pa

ym
en

ts
 o

us
t 

be
 c

ad
e 

in
 a

cc
or

da
nc
e 
wi
th
 a

 
st

an
da

rd
 

se
th

od
s 

of
 
se
tt
le
ee
nt
 
as

 
sp
ec
if
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ss
 
re
qu
es
ts
 
to
r 

ex
ce
pt
io
ns
 

ar
e 

gr
an

te
d.
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 c
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Re
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at
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is
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ic

 
ac
cu
mu
la
to
rs
, 

al
co
ho
li
c 

be
ve
ra
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 m
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ra
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at
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s
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re
ge
s

Ce
me
nt

Ex
ch

an
ge

 
qu
ot
as
 a

nd
 

li
ce
ns
in
g

Qu
ot
as

Pr
io

r 
au
th
or
iz
at
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ra
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P
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p
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R
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R
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st
ri
ct
io
ns
 

Al
l 

in
po

vt
s

Va
lu
at
io
n 
an
d 

Ta
xe
s 

Al
l 

le
po

rt
s

Al
l 

ic
po

rt
s 

Al
l 

Ie
po

rt
s

Al
l 

ie
po

rt
s

Ot
he

r 
Re
st
ri
ct
io
ns
 

Pe
rc
al
es
, 

gu
in
ea
 c

lo
th

Ex
ch

an
ge

 
qu

ot
as

 
an
d 

li
ce
ns
in
g

Al
l 

go
od
s 

in
po

rt
ed

 
fr
ee
ly
 
fr

on
 F

ra
nc
e 

an
d 

Fr
ar
.v
 
Zo
ne
 
co

un
tr

ie
s.

 
Qu
ot
as
 
fo
r 

ic
po

rt
i 

of
 o

th
er
 
EC
 c
ou

nt
ri

es
. 

Gl
ob
al
 

qu
ot
as
 
fo
r 

re
st
 
of
 w

or
ld
.

Fi
sc
al
 T

ax
 o

f 
10

7,
-1

5?
.,

 
le
vi
ed
 o

n 
c.
l.
f.
 
va
lu
e

St
an
da
rd
 
Is

po
rt

 T
JX
 o

f 
if

 2
0'
.-
30
1 

le
vi

ed
 o

n 
c.

l.
f.

 
pl
us
 d
ut

y-
pa

id
 v

al
ue

Tu
rn

ov
er

 
Ta
n.
 o
f 

IO
S-
22
S,
 

le
vi
ed
 o

n 
c.
i.
f.
 
pl

us
 

du
ty
-p
ai
d 

pl
us

 
st

an
da

rd
 

ta
x 

pl
us

 
fi
sc
al
 
ta
x 

va
lu
e

St
at
is
ti
ca
l 

ta
x 
ge

ne
ra

ll
y 

4 
CF

A 
pe
r 

un
it

St
at

e 
tr

ad
in

g

CO
 

>-
*

C
O



NE
TH

ER
LA
ND

S
NE

TH
ER

LA
ND

S

Pr
od

uc
t

Ty
pe

 o
t 

R
es

tr
ic

tio
n

Re
ma
rk
s

Qu
an
ti
ta
ti
ve
 
Re
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ke
; 

ce
rt

ai
n 

co
tt
on
 f

ab
ri
cs
, 

ar
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r 

pr
oc

es
se

d 
ra
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